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President’s Letter of Transmittal

To the Congress of the United States of America:

I am transmitting herewith the tenth report of the Economic
Cooperation Administration created by the Foreign Assistance Act
of 1948 (Public Law 472, 80th Congress), approved April 3, 1948.

The report covers activities under the Economic Cooperation Act
of 1948 (Title I of Public Law 472) as amended, as well as the
programs of economic aid to China and the general area of China
under the China Area Aid Act (Title I of Public Law 535, 81st
Congress), and to the Republic of Korea under the provisions of the
Foreign Aid Appropriation Act of 1949 (Public Law 793, 80th
Congress) and Public Laws 430, 447 and 535, 81st Congress.

_ There is included in the appendix a summary of the status of the
United States Foreign Relief Program (Public Law 84, 80th Congress)

and the United States Foreign Aid Program (Public Law 389, 80th
Congress).
This report covers the quarter ended September 30, 1950.

Tare Waite Housk
February 6, 1951
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HIGHLIGHTS

European Recovery Program

HE remarkable progress made by the countries of Western Europe
in strengthening their economies during the first two and one-half
years of the European Recovery Program has made it possible for
them to undertake the rearmament necessary to resist the threat

to their survival as free nations. . . .

Despite Europe’s horror of another war and possible invasion, most
Europeans have no quarrel with the need to rearm, and rearm quickly.
Yet there is real fear that rearmament may be carried out at the
expense of living standards in lower income groups. . . .

The participating countries face difficult problems in reallocating
resources and shifting production to meet the changed international
situation. The call tor accelerated defense production and increases
in military personnel occurred at a time when most West European
nations were already utilizing their resources fully. . ..

If internal financial stability is to be maintained, most countries will
have to adjust their national economic policies, and this will generally
involve the subordination or postponement of many previous objec-
tives. . ..

The necessity for increased defense preparations by the Marshall
Plan countries has increased rather than lessened the urgency of efforts
to develop a unified European market. Moving in this direction, the
measures taken by the participating countries to liberalize trade can
be expected to contribute to the more efficient utilization of economic
resources and the expanding economy required to assure a combination
of reasonable living standards and an adequate military establish-
Ieny.v..

Western Europe’s combined industrial output in the third quarter
of 1950 was 13 percent higher than in the corresponding period a year
ago. September production was 133 percent of the prewar level—an
all-time peak. . . .

Conflicting trends affected the financial positions of the participating
countries during the quarter. Their international financial positions
continued to show striking improvement, government revenues in-
creased and exports soared. The outbreak of war in Korea, however,
brought about a resumption of inflationary pressures which reflected
higher world prices for raw materials, foodstuffs and manufactured

products. . . .
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Western Europe’s export trade responded almost immediately to
the international crisis. The intensified demand for Europe’s mate-
rials and manufactures, sharpened by the earlier currency devalua-
tions and a business boom in the United States, lifted shipments to a
record level. During the third quarter of 1950 the export volume
increased to 131 percent of the prewar base and was more than
eight percent above the level of the previous three months. . . .

The increase in Western Europe’s output and the further easing of
payments difficulties contributed to a striking rise in intra-European
trade. For the three months ended September 30, 1950, the volume
of intra-European trade was 123 percent of the prewar level, in con-
trast to 117 percent for the previous quarter. . . .

' Gold and dollar reserves of the participating countries increased by
the equivalent of about $700 million during the third quarter. Thus,
the total gain in hard currency reserves since the realignment
of exchange rates in September 1949 was approximately $2 billion—
the largest part of this rise accrued to the reserves of the United
Kingdom. . . .

Emphasizing the decline in dollar aid to Western Europe, procure-
ment authorizations issued by ECA during July—September 1950
dropped to $295 million, the lowest amount for any quarter to date.
Since the inception of the program, procurement approvals totaled
$9.8 billion.. . . .

As a result of purchase and development contracts concluded by

ECA thus far, approximately $97 million worth of strategic materials
are being added ‘to the United States stockpile. Funds to finance
strategic materials contracts come primarily from the United States
portion (5 percent) of the local currency counterpart funds deposited
to match grant aid received from the United States under the Euro-
pean Recovery Program.

Far Eastern Aid Programs

In the period from June 25 to September 30, ECA assistance to
the Republic of Korea was fitted into the larger military requirements
picture and was coordinated with the overall strategy of the Unified
Command.. . . .

During the quarter under review, procurement authorizations
issued for Korea totaled $20 million, raising the cumulative amount to
$129 million. The primary emphasis during this critical period was on
supplying coal and other materials required for the rehabilitation of
industrial facilities and for maintaining the civilian economy. . . .

The immediate objective of ECA aid to Formosa is to offset the
island’s foreign exchange deficit and assist in maintaining the highest
possible levels of agricultural and industrial production. During the
period under review, funds totaling $14.4 million were committed for
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purchases of materials for shipment to Formosa, principally for food-
stuffs, fertilizer, and equipment and parts for the island’s power,
railway, highway and telecommunication systems. . . .

Operations began during the quarter to control malaria in Vietnam.
An emergency allocation of $750,000 was expended or earmarked
for the public health program in the Indochinese States and ECA
issued authorizations for an additional $1.2 million worth of materials,
mainly medical supplies. . . .

ECA-financed industrial projects for the Indochinese States em-
phasized rehabilitation and improvement of transportation. Sub-
stantial quantities of road repair materials and equipment were
ordered and specifications were being developed for tugs, barges and
other inland waterway vessels.
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CHAPTER I

Military Preparea’ﬂess

and the European Recovery Program

HE international developments set off by the open aggression of

Communist forces in Korea have altered the direction of the
European Recovery Program. While the transition to a balance in
international trade has been accelerated, the prospect of substantial
improvement in living standards in Western Europe over the next
few years has given way to uncertainty. In the process of rear-
mament, some distortions in production, prices and trade will become
apparent. Most participating countries will be diverting to military
production or the maintenance of military strength, resources that would
otherwise be available to augment civil consumption and investment
to promote viability and raise the standard of living.

The participating countries face difficult problems in reallocating
national resources and shifting production to meet the changed
international situation. The call for accelerated defense production
and increases in military personnel occurred at a time when many
West European nations were already utilizing their resources fully.
Increases in defense expenditures thus represent an additional claim
on these resources. If internal financial stability is to be maintained,
national economic policies will have to be adjusted and this will gener-
ally involve the subordination or postponement of previous objectives.

The progress in expanding industrial and agricultural production,
registered during the first two and one-quarter years of the European
Recovery Program, continued during the three months under review.
The impact of the war in Korea and enlarged defense programs, will
undoubtedly stimulate the growth of European production. What
is less certain is that a balanced redirection of production can be
achieved with sufficient speed and efficiency to make the most advan-
tageous use of available resources.

In June, the Organization for European Economic Cooperation
(OEEQ), in its official report on Internal Financial Stability, found it
difficult to determine whether inflationary or deflationary forces would
predominate during the remainder of the year. By the end of Sep-
tember, however, events had dispelled all doubt, and the Secretary-
General of the OEEC, calling attention to the new situation, com-
mented as follows: “On none of the economic problems raised by the
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change in the international situation in the past three months 1s
action so important as the renewed danger of inflation.”

Rises in price levels have been substantial in several of the par-
ticipating countries. In most cases, the increases prior to the Korean
war were viewed not as reflecting continuing upward pressure but as
readjustments stemming from the currency realignments of the pre-
vious year. After the outbreak of hostilities, there were spectacular
increases in world prices of some commodities. Few of these com-
modities were actually being consumed on a scale greater than pre-
viously. Rather there was a world-wide scramble for stocks with the
object of forestalling the shortages expected once the increases in
defense expenditures become effective. Thus, the process of inflation
was brought into play by a general fear of its occurrence.

If the remarkable gains achieved in two and one-half years are not
to be dissipated through rampant inflation, the wasteful use of re-
sources, and a retreat to autarkical policies, the participating countries
acting in concert, will need to take prompt and effective action to
adjust their national economic policies to the changing situation.
The war crisis has emphasized the importance for Western Europe
of regarding its resources as a single pool. It is imperative that the
measures adopted by the nations to employ these resources be con-
sistent and complementary and not return to the dangers of com-
petitive stockpiling and disguised protectionism. Fortunately, there
is general agreement among the participating countries on the need
for such cooperative action.

In the latter part of the quarter, the OEEC decided that emphasis
must be shifted from the longer range to the more immediate problems
raised by the outhreak of hostilities in the Far East. These recon-
siderations of long-term developments were stressed in a memorandum
from the Secretary-General of the OEEC on September 28 suggesting
the acceleration of those investment programs which would yield
results quickly. This represented a major change in planning since
July, when the OEEC requested the participating governments to
indicate their long-term plans for economic expansion and the policies
by which they planned to achieve them.

Following the Secretary-General’s memorandum, the Council of
the OEEC on October 7 issued a statement concerning urgent eco-
nomic problems which emphasized that:

(1) member countries take appropriate measures to maintain
internal financial stability and in particular increase production
of short supply items and adjust the distribution of resources in
the light of increased defense expenditure;

(2) where reductions in investments are necessary in view of
defense requirements, the countries should endeavor, with due
regard to the plans and positions of other member countries, to




make the adjustments required in the present situation and to
maintain general economic stability;

(3) consideration be given to harmonizing the financial policies
of the OEEC countries so as to prevent dislocation of the pattern
of their trade and payments;

(4) member countries utilize productive capacity in countries
where substantial unemployment persists;

(5) member countries meet the needs of the present situation
to the maximum extent possible by permitting the free movement
of goods.

The .Council also instructed the appropriate committees of the
OEEC to survey raw material shortages, review the electric power
programs of member countries and propose methods of accelerating
the expansion in generating capacity, and study the problem of man-
power requirements.

Morale in Western Europe

Korean and post-Korean developments have had a double-edged
effect on morale in Western Europe.

The first effect was to remove all doubts about the determination
of the United States to defend the peace against military aggression.
Perhaps even more important was the demonstration of American
insistence on working through the United Nations. The dramatic

and decisive action of the United Nations in Korea did more to clear
the air on these points than millions of words could have done. The
result was an unmistakable stimulus to public morale in the ERP
countries.

The second effect was to bring home to the people of Western
Europe the full magnitude of Soviet purposes. Thus a realization of
the inadequacies of their own defenses sank in upon Europeans with
crushing forcefulness. This has had a negative effect on morale—
heightened doubts as to their ability to be ready to defend them-
selves in time.

Despite Europe’s horror of another war and possible invasion, most
Europeans have no quarrel with the need to rearm, and rearm quickly.
Yet there is real fear that rearmament may be carried out at the
expense of living standards in lower-income groups. If the cost of
rearmament is to sacrifice the economic gains of the past two and
one-half years, rearmament may become highly unpopular in Western
Europe. After six years of war and occupation, followed by a long
and exhausting struggle for economic recovery, Kuropeans want as-
surance that the burden of rearmament is going to be distributed
equitably and that the nations of the Atlantic Community are not
abandoning the economic and social objectives to which they are
committed.
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Kuropeans generally are willing to take on the job of building up
their defenses because they recognize that it is the only way left open
to maintain the peace and guarantee their freedoms. They know
that they face dangerous and difficult times until those defenses are
assured. Their morale will harden and grow when they become con-
vinced (1) that the defense program of the North Atlantic nations is
adequate for the job, (2) that their own governments are playing the
role of full partners in collective defense decisions, (3) that the free
world is pressing forward simultaneously with the still-urgent tasks
of economic improvement, and (4) that the countries of Western
Europe are making progress toward economic unification. The degree
of hardship which West Europeans are prepared to suffer for security
is not absolute but relative to their morale. This means that building
and securing morale in Western Europe is more urgent and more im-
portant than ever.

The two and one-half years since the start of the European Recovery
Program have witnessed a profound change in Western Europe—from
an area disorganized by war, occupation and isolation, and dominated
by a mood of helplessness, into a reasonably smoothly functioning
economic and political community. Although it cannot be said that
Western Europe’s economic and social problems have been completely
resolved and that it has fully recovered from the most devastating
war in history, it can be truthfully asserted that much of the heritage
of destruction left by World War II has been overcome and that the
most difficult part of the reconstruction task has been accomplished.
While the mood of hopelessness and indifference has not vanished
completely, the majority of Western Europeans—fortunately the
dominant majority—ascribes this accomplishment to progress under
democratic institutions.

The progress that Western Europe has made since the start of the
Marshall Plan in increasing industrial and agricultural output, in
bringing inflation under control, in developing export trade and in
reducing the deficit in its international accounts is proving to the
great majority of Western Europeans that free democratic institutions,
effectively administered, are fully capable of satisfying their needs
and aspirations.

INDUSTRIAL RECOVERY

The sharp rise in demand, at home and abroad, for the products of
Western European industry, that followed the outbreak of war in
Korea gave immediate impetus to the volume of industrial output in
Western Europe. The seasonal decline in production for the summer
months was far less than expected. Third quarter production aver-




aged 23 percent higher than the prewar average, 13 percent higher
than in the corresponding 1949 quarter and only 2 percent less than
output in the preceding quarter. The rate of gain in production was
greatly increased and the record September output—133 percent of
prewar—foreshadowed a new postwar peak for the fourth quarter
(appendix table A—1).

In all countries, output for the third quarter was higher than a year
earlier. Postwar highs were achieved by Germany, the Nether-
lands and Greece. In Germany, the rise in production was particu-
larly sharp, advancing 15 percent from the previous postwar peak in
June to 105 in September when the index of industrial output exceeded
the prewar base (1938=100) for the first time since the end of World
War II. The progress of the participating countries in expanding
production over a year ago, and since the start of the Marshall Plan,
is shown in the accompanying table.

INpDEX oF INDUSTRIAL PrRODUCTION

[1938=100]

Percent change

. 1048 | 1049 | 1950 | 1950
Country 1st Qtr. | 3d Qtr. | 24 Qtr. | 3d Qtr.

|
3d Qtr. 3d Qtr.
1950 from 1950 from
1st Qtr. 3d Qtr.
1948 1949

All countries_ _ ____ _____ ( +-27

Austria +93
Belgium +3
Denmark 14 +9
+3
+137
+ 74
(2)
+25
+34
—2
0
+11

1 Bizone.
2 Not available.
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Key Industries

The usual seasonal decline in third quarter steel production did not
develop this year. Output in the July—September quarter—12.3
million metric tons—was the highest for any quarter in the postwar
period. The rate of gain over the preceding year rose sharply, to
10 percent, as against two to three percent for comparable comparisons
in the preceding two quarters. Primarily responsible for this improve-
ment was the 34 percent increase in German output. Other countries
which showed substantial increases over the preceding year were
Luxembourg (27 percent) and Italy (16 percent). Crude steel pro-
duction in the United Kingdom was five percent higher than a year
ago. Belgian production, however, was only slightly higher than in
the preceding year and French output, including the Saar, was
slightly below output of a year ago (appendix table A-2). The sub-
stantial orders for iron and steel products that flooded Western
European producers in the months following the Korean crisis have
built up a heavy backlog. The anticipated rise in steel exports plus
increased domestic civilian and defense demands will undoubtedly
result in a record steel output during the remainder of 1950.

Motor vehicles output in the third quarter was close to the record
level achieved in the previous three months. Production during the
third quarter averaged 128,000 vehicles per month as against
132,000 in the previous quarter and 94,000 a year earlier. Septem-
ber output was at a postwar peak—142,000 vehicles. Production
in most countries during the third quarter was seasonally lower than
in the second. Only in Germany did output achieve a new post-
war peak. Percentagewise, the production of motor vehicles in
Western Europe was 36 percent higher than in the corresponding
quarter a year ago and 55 percent higher than the prewar level.

Coal production in the third quarter averaged about 35 million
metric tons per month, about the same as a year ago. Although a
seasonally low period, this output was only three million tons per
month less than in the first quarter of 1950, the postwar peak. Among
the principal producing countries, output was about five percent
larger in Western Germany than in the previous year, about the
same in the United Kingdom and Belgium, and below last year mn
France (appendix table A—4).

The supply-demand outlook for coal in Western Europe has under-
gone a striking change since June. Whereas during the first half of
the year the supply appeared ample for most purposes, the sharp
increase in business activity, plus stockpiling by consumers since the
Korean crisis have changed the situation abruptly. Coal shortages
began to appear almost everywhere and, in the absence of assurances
that production could be increased quickly, plans were made to
import coal again from the United States. Unless Western European
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coal output can be increased substantially over the next year or two,
or other sources of energy provided, the difficulties experienced im-
mediately following World War IT will return.

Teatile output in the third quarter remained slightly below the post-
war high established during the first quarter of 1950. All three prin-
cipal fibers, however, continued to show substantial gains over a year
ago—rayon, 28 percent; wool, 5 percent; and cotton, about 6 percent.
Compared to prewar, rayon continued to show the largest increase—
72 percent; wool yarn output was 16 percent greater, while cotton
yarn was still somewhat below 1938 output (appendix table A-6).

Electric power production was about the same as in the previous
three months and about 15 percent higher than a year ago. The rise
compared to last year was made possible by the substantial increase
in thermal capacity as a result of new installations and by the restor-
ation of drought depleted reservoir levels at hydroelectric plants in
southern Europe. Output of electricity in Western Europe is now
70 percent greater than in 1938—a signal accomplishment of the post-
war reconstruction program (appendix table A-3).

The rising output of building materials has enabled construction
to increase steadily. Cement production averaged 4 million metric
tons per month in the third quarter of 1950 in contrast to an average
of 2.8 million tons in 1938. The output of this important building
material, a good measure of construction activity, has thus increased
more than 43 percent over prewar (appendix table A-5).

EMPLOYMENT

During the period under consideration, there occurred a general
improvement in the employment situation of Western Europe. The
number of workers generally increased and in several countries the
trend was more favorable than usual seasonal expectations. Un-
employment dropped below the levels of the early 1950 period and
generally approached the figures for the third quarter of 1949.

In Germany, Italy and Belgium, where the unemployment problem
had been most acute, the decline in joblessness was greatest. At the
end of the quarter, unemployment in Germany was reduced to 1.3
million—35 percent less than the peak in February 1950.

~ Unemployment among insured workers in Belgium declined from

309,000 in January 1950 to 170,000 at the end of September. In
Italy, for the comparable period, the number of registered unem-
ployed declined about one-fourth, to 1.4 million.

The outbreak of war in Korea has raised the question of the
adequacy of the Western European labor force for both defense and
defense production. Countries with relatively high levels of employ-
ment were already experiencing critical labor shortages for some of the
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more skilled occupations and for arduous types of work, such as coal
mining. KEven in those countries where surplus labor has been avail-
able, it was difficult to fill certain highly skilled jobs. On the whole,
however, manpower shortages were not a major deterrent to expansion
of economic activity during the quarter.

The increasing momentum of Communist aggression has now raised
additional problems stemming from the diversion of manpower to the
armed services. Most of the participating countries have some regu-
latory machinery available for directing labor to critical industries.
Countries such as the United Kingdom and Norway never removed
the emergency regulations set up during the last war. In others,
where these provisions do not exist, state employment services are
generally available to help facilitate labor transfers until such time
as new mechanisms are set up. Closely related to the employment
services are the facilities for training and retraining workers to meet
the added burden of defense requirements. These facilities are still
inadequate to meet the stepped-up demand for skilled workers.

It was apparent that a number of countries, particularly France,
Belgium and Great Britain, will have to recruit foreign workers to
meet requirements for a larger labor force. For the present no new
machinery is anticipated for this purpose, although the activities of ex-
isting agencies organized to facilitate international transfers of workers
will need to be expanded. The OEEC and the International Labor
Organization have already done much to encourage member countries
to facilitate the movement of workers between countries. Much
more will be necessary if the unemployed manpower of Western
Europe is to be fully utilized in the defense effort. One of the principal
obstacles to be overcome in connection with foreign labor recruitment
is housing, which in many participating countries has been inadequate
even to meet the needs of local workers.

AGRICULTURE

During the July—September quarter, Western Europe continued
to make progress in improving its agricultural position. Higher do-
mestic output, together with ECA-financed imports and increasing
foreign exchange earnings, points to greater amounts of food and to-
bacco for domestic consumption, particularly in those countries in
which the disparity between current and prewar supply levels has
been greatest.

Consumption of all fibers improved in 1949-50. However, short
supplies of wool, cotton and other natural fibers are likely to result in
textile supplies being reduced somewhat by the summer of 1951. The
shortage of textiles will very likely be felt first in Western European
export trade—a trade that has been of vital importance to Western

12




Europe. Supplies of wool and cotton clothing and household goods
available to domestic consumers are likely to be maintained at cur-
rent levels.

Agricultural output for the current crop year, 1950-51, is expected
to be the best since the end of the war, probably reaching 109 percent
of prewar levels. On a per capita basis, it is estimated that agricul-
tural output in Western Europe in the current crop year will be about
98 percent of prewar in contrast to 79 percent three years ago.

The quality of the foods available for domestic consumption has
improved considerably. Although the amount of meat consumed per
capita is still markedly below the prewar level, the supply of sugar, fats
and oils, and vegetables is approaching that of prewar. Moreover,
the improved supply of meat, sugar, and fats and oils has already re-
sulted in a decline in the per capita consumption of cereals and pota-
toes. If current expectations materialize, consumption of fresh milk,
fish and fruit will be above prewar in 1950-51.

At the present time the most serious food problem is not the general
level of supplies but rather the uneven distribution. With the general
abandonment of government rationing, the food supply is now dis-
tributed almost entirely by price. Low income groups, including
most industrial workers, have great difficulty in providing adequate
diets for their families in view of current wage-price relationships.
This situation continues to be an important element in the suscepti-
bility of urban areas to Communist propaganda.

Imports of agricultural products from hard currency areas have
declined considerably. This is due partly to more favorable domestic
production and partly to an increase in supplies available from non-
dollar areas.

Despite the expected gains in production and the relatively moder-
ate Improvements in consumption levels, Western Europe will still
be dependent upon imports for one-third of its food, more than one-
fourth of its feed grain and protein feeds, one-half of its tobacco, and
almost all of its cotton and wool. No other region in the world is
more dependent upon imports of food and agricultural commodities
than is Western Europe.

It is therefore important that the gains made by the countries
under the European Recovery Program be retained and expanded
further in the coming years. This will depend upon further increases
in productivity of the land and labor now employed in agriculture.
In turn, increased productivity will require further technological
progress in farming, and economic incentives and financial facilities
which will make it profitable and practicable for the farmer to under-
take the necessary improvements and investments. Further gains
in agricultural productivity in most of the participating countries
also depend upon improving extension services from which farmers
can obtain technical and economic information. In some countries,
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production goals cannot be attained without reasonable facilities for
long- and short-term credit.

The ECA, together with the OEEC, has already played a large
part in helping the participating countries to improve their agricul-
tural output and productivity. ECA dollars have financed technical
assistance projects and the ECA missions have helped direct the use
of local currency counterpart funds for investment in agriculture.
Not the least important aspect of the technical assistance program is
the insight into the American way of life which the European takes
away with him even after a short visit to the United States. He sees
at first hand that a high standard of living is dependent upon high
productivity and often comments to this effect upon his return.

Perhaps the most striking part of the ECA drive for increasing
agricultural productivity has been the bringing together of the partici-
pating countries in cooperative technological projects. For example,
with the objective of adopting newer and better grassland management
practices, a Grassland Conference sponsored by OEEC was held in
Paris during May 1950. As a result, a training school for grassland
specialists was recently established under the auspices of the
OEEC and the Danish Government. Assistance was also provided
by a representative of the United States Department of Agriculture.
This school was designed to bring to the specialists of the agricultural
extension services throughout Western Europe the new techniques and
practices in grassland management, which have been highly developed
in Denmark.

The drive to improve Europe’s grasslands is an outstanding example
of the way in which the many important technological advances in
agricultural practices in recent years can be spread and converted to
practice through the OEEC and the ECA. Among the developments
covered in the program are the use of fertilizers, improved seed, land
reclamation techniques, and, last but not least, the value of agricul-
tural advisory services. The grasslands drive also illustrates the cumu-
lative results that can be achieved by integrating the many programs
for agricultural recovery. When these programs are properly bal-
anced and synchronized, the combined effect is much greater than if
each were approached separately.

FINANCIAL STABILITY

Conflicting trends affected the financial positions of the participating
countries during the third quarter. Their international positions con-
tinued to show striking improvement, government revenues increased
and exports soared. The outbreak of war in Korea, however, brought
about a resumption of pressures which reflected higher world prices
for raw materials, foodstuffs and manufactured products. Further-
more, actual and impending increases in defense expenditures and
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in capital expenditures to step up production and productivity pre-
sented a serious threat to the stability achieved thus far.

Gold and dollar reserves of the participating countries (omitting
Switzerland) increased about $700 million during the third quarter.
This increase followed the accumulation of about $1.1 billion during
the first half of 1950 and $350 million in the last quarter of 1949.
Thus, the total gain in reserves since the realignment of Western
Europe’s currencies in September 1949 was approximately $2 billion.
The largest part of this rise accrued to the reserves of the United
Kingdom which increased from $1.4 to $2.8 billion. Other large gains
were reported by France, Germany, the Netherlands and Sweden.
Belgium, which had shown a substantial improvement in reserves
during 1948 and 1949, reported a decline during this same twelve
month period (appendix table A-10).

In most of the Western European countries, the third quarter rise
in wholesale prices was about the same as in the United States—rough-
ly 8 percent. The largest increase—14 percent—occurred in Belgium
where wholesale prices in June had been depressed by a low level of
economic activity. In Greece, prices rose 13 percent; in France,
Italy, Western Germany and Norway, 10 percent; and in the United
Kingdom, Denmark, the Netherlands and Switzerland, between 5 and
7 percent. In Sweden and Ireland the aggregate wholesale price
index did not reflect the change in world prices which had developed
since June.

Retail prices—still considerably affected by controls and subsidies
in almost all participating countries—showed a much smaller change.
As compared to June 1950, only Greece and Belgium showed a con-
siderable rise—about 7 percent. In other countries, retail prices
varied from a decline of 3 percent in Turkey to a rise of 3 percent in
Denmark and Norway.

Within each country, inflation tends to throw the burden of in-
creased defense expenditures on those least able to bearit. Moreover,
inflation generally gives a stimulus to production and investment in
unessential industries at a time when they should be curtailed. Each
country, then, must find the means of diverting a substantial volume
of resources from civilian use, or from production for use within its
borders, without allowing increased demand to drive prices up and
foster speculation. In some countries, the retention of rationing and
allocation controls will facilitate early diversion of resources to defense
uses. In all countries, the authorities recognize that the dissipation
of resources and demoralizing shifts of income that result from un-
checked inflation will have to be fought by generally unpopular fiscal
and financial policies such as increased taxation, reductions in invest-
ment programs and the curtailment of some forms of government ex-
penditures.




Increases in the third quarter of 1950 largely reflected higher world prices for
raw materials, foodstuffs and manufactured products.
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FOREIGN TRADE

Western Europe’s export trade responded almost immediately to
the international crisis precipitated by the invasion of Korea. The
intensified demand for Europe’s materials and manufactures, sharp-
ened by the earlier currency devaluations and a business boom in the
United States, lifted shipments to a record level. During the third
quarter of 1950, the export volume increased to 131 percent of the prewar
base, and rose more than 8 percent above the level of the previous
three months. The most notable export gains were registered by the
United Kingdom, Western Germany, the Netherlands, Switzerland
and Denmark (appendix table A-7).

Since imports during this period were lower than during the previous
quarter, Western Europe’s trade balance improved materially. Com-
bined with the effect of increased invisible receipts, this produced a
further rise in gold and hard currency reserves.

With respect to invisible receipts, the trend in the number of United
States travelers to Western Europe continued upward for the first
nine months of 1950. Over 250,000 American residents spent ap-
proximately $190 million in the Marshall Plan countries during this
period. An additional $118 million were paid by these tourists to
trans-Atlantic carriers of the participating countries.

Imports by the participating countries from the rest of the world
during the third quarter were slightly lower than the quarterly average
for the first six months of the year. This reduction was made possible
by a freer exchange of goods among the Western European nations.

The index of intra-European trade volume for the July—September
quarter rose to 123 percent of the prewar base, in contrast to 117 per-
cent for the previous quarter. For September, the intra-European
trade index reached 129.

The change in the pattern and balance of United States trade during
the third quarter was again one of the most important developments
affecting the economic position of the participating countries. In the
third quarter of 1950, the United States had a trade deficit for the
first time in 13 years. United States exports, at $2,346 million (ex-
cluding shipments under the Military Defense Assistance Program),
were less than imports which totaled $2,386 million. In the corre-
sponding period, a year ago, the United States had a trade surplus of
$1.2 billion. For the first nine months of 1950, the United States
surplus totaled only one billion dollars (excluding MDAP) in contrast
to $4.5 billion in the same 1949 period. The change from the corre-
sponding months of 1947, when the Marshall Plan was being formu-
lated, is even more striking; for that period the surplus totaled over
$7 billion. '




VOLUME OF COMMODITY TRADE...ADJUSTED FOR PRICE GHANGES

Exports of the ERP countries increased to 13| percent of the prewar level
during the third quarter of 1950 —- an all-time high.
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UniTeDp STATES WORLD TRADE, BY QUARTERS, 1949-50

[Millions of dollars]

1949 1950

1st Qtr. | 2d Qtr. | 3d Qtr. |4th Qtr. | 1st Qtr. r 2d Qtr. | 3d Qtr.

Exports 3,325 (3, 362 |2, 684 (2, 629 |2, 381 |2, 511
Iriypoxtses = sl EREuENIe S el 1,790 |1, 601 |1,478 |1,759 |1,885°|1, 928 } 2, 386

United States trade balance__|1, 535 |1, 761 |1, 206 870 496 583 | 60

Metropolitan ERP areas-| 910 | 999 668 649 | 521 | 258
ERP overseas territories >.| —6 24 30 —55 | —84 —95
Nonparticipating sterling

75 105 61 2 | —17 | —11 —78
100 181 129 —7 53 4
159 142 95 —82 35 | —196
297 310 223 £ 108 69 | —6

1 Exports include $100 million worth of shipments financed under the MDAP. The area distribution
omits “Special Category’’ exports totaling $172 million which include a large proportion of the MDAP
shipments.

2 Excludes Indonesia which is shown with ‘“Other areas.”

In addition to the decline in United States exports, two further
developments in the pattern of United States trade during this period
were of importance to the international economic position of the par-
ticipating countries: (1) the general increase in United States imports
since April, and (2) the rise in the United States trade deficit with
Latin American and the nonparticipating sterling countries.

As indicated in the accompanying table, the deficit with the latter
areas increased sharply during the third quarter. Following the
outbreak of war in Korea, the great rise, both in volume and price
of United States imports of commodities such as rubber, tin, sugar,
cocoa, hides and wool, swelled the already large trade deficit the
United States had developed with these areas during the first half of
the year.

The dollar trade position of Canada, too, improved greatly. The
deficit in Canada’s trade with the United States, which amounted to
$129 million in the third quarter of 1949, was reduced in the three
months ended September 1950 to only $4 million.

That the outflow of dollars from the United States in settlement of
trade deficits with Latin America and the nonparticipating countries
in the sterling area has improved the hard currency position of the
participating countries is indicated by the large increase in Western
Europe’s hard currrency reserves during the past year. Much of this
increase represents a transfer of dollar earnings from the overseas areas
and Latin America, an outgrowth of special monetary arrangements,
as in the sterling area, or in payment for Western Europe’s goods and
services.
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TRADE WITH THE UNITED STATES of the participating

countries, their overseas territories and the sterling area/
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GOLD AND SHORT-TERM DOLLAR ASSETS”..

Holdings of the participating countries increased $2 billion since the
revaluation of currencies a year ago.

Billions
of Dollars

12

0

DEC.
1958 1948

NOTE: March 1950 estimated.
|
Y Excludes Switzerland.

Dollar Trade Development

Events following the invasion of Korea have required a reorientation
of the work of ECA in the field of dollar trade development, as well as
in many other areas of activity. The basic objective of this program—
to assist and stimulate the efforts of the ERP countries to increase
their dollar earnings as a means of balancing their international
accounts at high levels of trade—remained the same in nature and
importance. However, the problem of expanding dollar earnings
must now take into account not only the basic factors which governed
activities in this field previously, but also a number of special factors
which have become important as a result of recent events. Partici-
pating country export programs must now be fitted into the demands
of the mutual defense program and the competing demands of the
United States and other markets.

These changes will significantly affect both sides of the dollar
accounts of the ERP countries. The need for dollars (and indeed for
extra-European currencies of all kinds) will be increased as a result of
additional commodity requirements for military and civilian purposes
and by price increases on commodities to be imported. On the other
hand, dollar expenditures will tend to be reduced by the limited
availability of some of the commodities which the European nations
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would otherwise be buying. On the dollar earning side, opportunities
will be improved by greater demand both in the United States and in
third markets. The ability of the ERP countries to take advantage
of these opportunities will be affected by the availability of raw
materials and supplies and by any inflation which takes place.

During the quarter, the Export Promotion Division in the Office
of the Special Representative in Paris and the export promotion
officers in the country missions continued the work of assisting the
participating countries in the development of dollar exports. A full-
time export promotion officer was appointed to the ECA Mission to
France. Similar appointments were made earlier to the ECA mission
staffs in the United Kingdom, Western Germany and Italy. In the
smaller missions, one man among the existing personnel was designated
to work on export promotion on a part-time basis. Representatives
of the Departments of Commerce, State, and Treasury, designated to
work with the Export Promotion Division in stimulating dollar
exports proved to be of great help in their particular fields. Con-
siderable work was done in resolving with the United States Bureau of
Customs problems of classifications and procedures, which were
alleged to be impeding imports. Much of the work was in the nature
of educating the participating countries’ exporters and explaining to
them the United States customs regulations.

PROGRESS TOWARD ECONOMIC UNIFICATION

Closer integration of the economies of the countries of Western
Europe was never more vital. The necessity for increased defense
preparations by the Marshall Plan countries has increased rather
than lessened the urgency of efforts to develop a unified European
market. Trade liberalization measures, as steps in this direction,
can be expected to contribute to the more efficient utilization of
economic resources and the expanding economy required to assure
a combination of reasonable living standards and an adequate mili-
tary establishment. Moreover, the pressure of the crisis, and the
resulting competition for resources, make imperative the accomplish-
ment of such shifts as may be desirable to meet immediate defense
and longer-range production plans. Earlier fears that liberalization
measures might cause unemployment and deflation have little basis
in the new situation which confronts the participating countries.

The importance of going forward with the trade liberalization
program in the areas undertaken to date, and of broadening the
effort to encompass other forms of restrictions which retard the
economic development of Western Kurope has been highlighted in
the discussions of the participating countries during the quarter
under review. Not limiting the objective to the removal of quanti-
tative restrictions on imports, the participating countries have laid
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stress on the need at this stage to reduce other barriers, particularly
excessive tariffs, and to give further attention to the liberalization
of invisible transactions and increased mobility of manpower. The
need to take into account the effect of such restrictions in assess-
ing the progress of individual countries and in developing further

|NTRA‘EUROPEAN TRADE'J__measwed in 1938 prices

Trade volume continued to rise as Western Europe's output increased
and payments difficulties were eased.
INDEX
150 NS
(1938=100)

e

4

/7

i S R e et Gl PR e

IstQ 2ndQ 3rdQ 4thQ IstQ 2ndQ 3rdQ 4thQ IstQ 2ndQ 3rdQ
1948 1949 98510

1 -
~Metropolitan areas only.

liberalization plans was emphasized by some countries. The areas
to be affected, and the sequence and timing of actions to be taken
have thus become matters for serious deliberation.

The failure to take parallel actions to reduce remaining restric-
tions on trade and invisible transactions, or even to proceed with the
accomplishment of contemplated steps and attendant adjustments
because of the uncertain times, might easily thwart the gains attained
thus far. One further danger which the international crisis poses is
that trade liberalization could be frustrated by unwarranted export
controls. The attempt is being made, however, to have such meas-
ures as may be necessary to conserve resources consistent with the
spirit of the trade liberalization program in order to avoid disguised
protectionism. The coordination of defense production among the
participating countries, with a minimum of wasted effort and infla-
tionary pressure, is in itself a powerful force toward closer economic
and monetary association.




Liberalization of Trade

Approximately a year has passed since the Marshall Plan countries,
acting through the OEEC, embarked on a program calling for the
progressive liberalization of trade. The initial objective, to assist
in the expansion of intra-European trade, centered on the removal
of quantitative restrictions on imports because of their discriminatory
character and throttling effects on economic development. During
this period most of the participating countries have fulfilled, or ex-
ceeded, their agreements to remove quantitative restrictions on 60
percent of their private account imports from one another, using
1948 as the base year for computing purposes. The 60-percent goal,
which became effective on October 4, 1950, fifteen days after the
adoption of the European Payments Union, superseded the 50-per-
cent target established on November 2, 1949, for attainment by
December 15, 1949.

All liberalization measures taken to achieve the 60-percent quota,
it was agreed, were to be applied to all member countries without
diserimination after December 31, 1950. The discriminatory appli-
cation of remaining quantitative restrictions on intra-European trade
was to cease by February 1, 1951.

The establishment of a common list of agricultural and industrial
products to serve as a guide in continuing negotiations for the pro-
gressive removal of quantitative import restrictions was also agreed
to during the third quarter.

The intention to progress to a 75-percent quota in the removal of
quantitative restrictions on imports has been clearly a part of the
trade liberalization program, although the timing and other details
were left to be determined in the light of circumstances obtaining
after June 30, 1950 and results achieved with earlier liberalization
measures. Deliberations on this step were thus carried on by the
OEEC member countries during most of the quarter ended September
30, 1950. Largely due to the delayed institution of the 60-percent
quota, which was hinged to the establishment of the European
Payments Union, it was October before agreement was reached,
subject to certain conditions, to remove quantitative restrictions on
75 percent of imports by February 1, 1951. ‘

In addition to the problems raised previously—dual pricing, state
trading, excessive tariffs, dumping, and mobility of manpower, one
or more of which various countries felt must be resolved before the
75-percent quota could be achieved—new considerations arising out
of the Korean war were advanced during the deliberations as obstacles
to further liberalization at present. Some countries felt the problems
of raw material shortages and their “allocation, together with the
possible need for price and rationing controls and the means of com-
bating renewed inflationary pressures should be faced, and the effects
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of increased defense efforts more clearly foreseen, before they could
commit themselves to achieve a higher trade liberalization target.
Although these problems can be expected to have an impact on
intra-European trade and payments, the allocation and conservation
of scarce resources to assure the achievement of military production
goals are not inconsistent with the further removal of import restric-
tions. The most effective use of resources implies increased speciali-
zation of production, greater interdependence and less national
autarky through greater liberalization and expansion of trade. Fur-
thermore, the additional imports obtained as a result of liberalization
measures can be expected to assist in minimizing adverse impacts
upon the civilian economy by helping to counteract inflationary
tendencies during the rearmament period.

The development during the quarter of a Code of Liberalization of
Trade was indicative of the progress achieved to date in this area.
The Code, which became fully effective concurrently with the signing
of the Agreement for the Establishment of a European Payments
Union, combines the decisions taken by the OEEC since July 4, 1949—
when the Council of Ministers first decided on steps for the progressive
elimination of quantitative restrictions on imports—with the agree-
ment. of July 7, 1950, on principles of commercial policy.! The
separate status accorded the Code, while not disturbing its close
relationship to the EPU agreement, since both are parts of a single
comprehensive program, allows it a continuous process of develop-
ment. Trade liberalization was materially furthered by the establish-
ment of the multilateral payments system embodied in the EPU.
With European currencies freely transferable under the new pay-
ments agreement, there remains little further occasion for the dis-
criminatory application of quantitative restrictions on balance of
payments grounds.

To cope with serious economic disturbances, a country may suspend
liberalization measures under certain circumstances. Notification of
such action with justification must be given to the OEEC. The
Special Restricted Committees, for which the code makes provision,
functioning within the OEEC, will consider and make recommenda-
tions after investigating the problem. The success of the liberaliza-
tion program will in a large measure depend on the competence and
vigor of the Special Restricted Committees and in the acceptance of
their recommendations by the participating countries.

The Schuman Plan.—The first session of the conference of the six
European countries—France, Germany, Belgium, Luxembourg, the
Netherlands and Italy—negotiating on the French proposal to pool
the major coal and steel industries of Europe ended on August 10 with
a public statement by heads of delegations and a series of committee

1 The text of the Code appears in the Supplement to the Ninth Report to Congress of the Economic Coopera-
tion Administration.
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reports. While various subcommittees continued to work on the
details of the plan, general agreement had been reached on the area
to be covered and the character of the organization required for the
plan’s implementation.

The structure proposed is four-fold. The central organization is
to be a supranational High Authority, an executive body of from
six to nine members ;who 'are explicitly not to be representative of
participating governments but to be individuals chosen collectively
by the governments for their economic and political competence.
The High Authority will deal not only with the participating govern-
ments but also directly with the industry and with advisory groups
from labor and the consumers of coal and steel. The second organiza-
tion planned is a special Council of Ministers, one from each of the
participating governments. Its chief purpose would be the coordina-
tion through consultation of the general economic policies of the
governments with the work of the Authority. The third body pro-
posed is a Common Assembly, composed of delegates from the national
parliaments of the participating countries to whom the High Authority
would report annually. Finally, a Court of Justice is contemplated
to hear appeals from member countries or firms relating to the juris-
diction of the Authority and other governing bodies.

Furthermore, the conference decided that all tariffs, quantitative
restrictions, discriminatory taxes or freight rates and other barriers to
a single market in coal and steel between the six countries should be
abolished after the approved organizations have been established.

Several fundamental decisions remain to be made, such as the
manner of voting in the various proposed organizations, tariffs toward
third parties, prices and freight basing points.

Proposals for Further Economic Integration.—During the quarter,
the proposals of three member countries for the further economic
integration of Europe—identified as the Stikker, Pella and Petsche
plans after the names of the respective delegates of the Netherlands,
Italy and France, by whom they were presented—were studied
intensively by the OEEC. With these studies as a guide, it is hoped
that agreement might be reached on a single plan, the implementation
of which would make possible the creation of a wider, freer European
market.

The three proposals are alike in that they all consider that a free
European market means not only the removal of quantitative restric-
tions but also the reduction or abolition of tariffs and the abolition of
dual pricing and other discriminatory practices in Europe. All three
plans view the creation of a wider, freer European market as a means
of lowering production costs in Western Europe and as a step toward
the achievement of the OEEC’s other economic aims, including the
return to multilateral world trade. The three plans differ, however,
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with regard to the timing of the integration and the procedure to be
followed in its achievement.

The Italian plan places emphasis upon the preferential reduction of
tariffs among the member countries of the OEEC. The Netherlands
plan entails an industry-by-industry approach in which liberalization
measures are applied in turn to one segment of the European economy
after another as each is agreed to by the OEEC as a suitable area for
the furtherance of ultimate liberalization aims.

The Dutch proposal also envisages a European integration fund
which would give assistance to governments for the modernization
of industries adversely affected by liberalization measures or for new
investments in unrestricted industries. The French proposal calls
for the establishment of a European investment bank to finance the
modernization of industries and investment projects for the concen-
tration and specialization of industries under the most economic con-
ditions. In contrast to the Dutch integration fund, the investment
bank would not be limited to assistance which might become neces-
sary in a particular country confronted with the repercussions of
liberalization. Its more general purpose would be to assist in financ-
ing projects whose production would yield a commercial return in an
unrestricted European market, and would become, as rapidly as
possible, competitive on world markets. The integration fund, which
would be temporary, would lend only to governments, and only in
cases where the resources of the country in question would not suffice
to carry out the modernization or new investment prospects recog-
nized as necessary. The bank, a permanent institution, would lend
to private and state enterprises as well as governments and would
require the participation of private capital in all projects assisted.

In its studies of the three plans, the OEEC has reached general
agreement on a program of future work which embodies a combination
of the three approaches and which by early next year may be expected
to reveal the concrete obstacles to integration, the specific problems
which integration will create, and the most feasible solutions to these
difficulties. The organization proposes to undertake individual stud-
ies of a number of segments of industry and agriculture, a detailed
examination of problems raised by existing international tariff obliga-
tions, and a general examination of problems of integration and their
effects on the domestic economies of each member country. In addi-
tion, an intensive study will be made of the Stikker proposal for a
European integration fund and the Petsche plan for a European invest-
ment bank.

European Payments Union

The Agreement for the Establishment of a Eulopean Payments
Union, which wassigned by the participating countries on ‘September 19,
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1950, became effective retroactively from July 1.2  The first clearing
of payments balances covered transactions during the quarter
ended September 30, 1950. Subsequent clearings will take place
monthly.

With the establishment of the EPU, the Western European nations
made the most important advance towards economic integration
since they formed the OEEC. In taking this step, the long-sought
goal of currency convertibility within Europe is brought much nearer.

The new payments agreement provides for the multilateral settle-
ment of balances resulting from current intra-European trade and
invisible transactions by permitting the participating countries and
their associated monetary areas to offset their deficits against their
surpluses. ‘Thus the various Kuropean currencies become in effect
convertible among themselves. Under the previous intra-European
payments agreement, the participating countries settled their accounts
bilaterally.

While a working capital fund is being made available by the United
States to make the plan feasible initially, the EPU is designed to remain
in being, if necessary, after the termination of ECA financial aid
“until it is possible to establish, by other means, a multilateral system
of European payments.” In thus encouraging the establishment of
a basis for a multilateral system of payments capable of operating
without outside assistance, the way is opened for a freer exchange of
goods and services, without bilateral restriction.

EPU Mechanics.—Under the EPU, each member is assigned a
quota equal to 15 percent of its intra-European exports, imports and
invisible transactions in 1949. These quotas, including the sterling
area, for which special provision was made in the agreement, total
3,950 million units of account (a unit of account is defined as an
amount of gold equal to the gold content of the United States dollar).

In addition, as indicated in the table following, six countries
which were expected to run deficits that they could not cover under
the system, or repay in the foreseeable future, were given so-called
initial credit balances totaling 314 million units of account. Ten
million units of account of the initial balance credited to Norway
and all of the amount accorded to Turkey, are to be made available
by EPU as loans. The remaining 50 million units of the Norwegian
initial credit balance and the balances credited to other debtor
countries are available through EPU as grants.

Three prospective creditors—the United Kingdom, Belgium Luxem-
bourg and Sweden—were given initial debit balances totaling 215
million units. The initial debit balances represent, in effect, grants
by these prospective surplus countries to EPU for which these nations
receive equivalent amounts of conditional aid as part of their ECA

2 The text of this Agreement is reproduced in the Supplement to the Ninth Report to Congress of the Economic
Cooperation Administration.

28




dollar aid allocation. Initial credit and debit balances are thus some-
what similar to drawing rights under the Intra-European Payments
Agreement which expired on June 30, 1950. Allotted for the period
from July 1, 1950, to June 30, 1951, they will be utilized before set-
tlements are applied against a country’s quota.

All countriés allotted initial credit balances have executed ex-
changes of notes providing for the deposit of local currency counter-
part equivalent in value to the balances drawn upon as grants.?

The Bank for International Settlements, as agent for the European
Payments Union, using monthly statements submitted by the member
countries, calculates the net surplus or deficit position of each member
country by obtaining its combined payments balance with all other
participants retroactively to July 1, 1950. These balances are then
adjusted for the use of existing resources (agreed amounts of foreign
carrency holdings) by debtor countries. The remaining deficits
and surpluses are then offset against the initial balances. Only
after an initial balance is exhausted, or where none was allotted, is the
surplus or deficit applied to a country’s quota.

The relationship of this balance of each member to its respective
quota determines the proportion of credit extension and gold payment
required for settlement with EPU. For both debtors and creditors,
the first 20 percent of quota involves no transfer of gold; thereafter,
separate schedules with larger gold requirements apply. For balances
in excess of the first fiftth of quota, creditor countries receive 50 per-
cent of the settlement from EPU in gold while extending credit to
EPU for the remainder. For debtors, the amount of gold required
for settlement with EPU increases progressively with each fifth of
quota, until full payment in gold is required. Incentives are, there-
fore, provided to induce countries to avoid excessive deficits or sur-
pluses and to encourage basic shifts in resources to this end.

First Clearing Operation

The first clearing of payments balances under the EPU agreement
covered transactions which took place betweenJuly 1 and September 30,
1950, and applied to all countries participating in the OEEC
except Switzerland which had not yet ratified its membership in
the EPU.

The outstanding developments during the quarter were (1) the
unexpectedly large deficit of Germany which required the German
Government to pay nearly $31 million in gold to EPU out of her
limited reserves, (2) the sizeable deficit of the Netherlands which
completely exhausted the initial credit position allotted to that
country, and (3) the heavy surplus of France, which required a gold
payment by EPU of nearly $41 million.

3 Copies of these notes appear in the Supplement to the Ninth Report to Congress of the Economic Cooperation
Administration.
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The German deficit is generally not considered to be due to funda-
mental causes. Exchange and inventory speculation played a major
role in the deterioration of Germany’s intra-European payments
position. While a rise in foreign purchases may have been a natural
accompaniment of the increased industrial activity during the third
quarter of this year, scare buying of raw materials, and speculation
based on an expectation of currency revaluations represented
powerful factors contributing to an import boom and a payments
crisis. In part this condition is expected to be corrected as orders for
long-lead items’move out of the in-process stage and are reflected as
finished goods exports. The Managing Board of EPU sent experts
to study the situation with a view to recommending remedial action
to the German Government.

SumMmARY oF First CrEARING OpeEraTiON UnDER EPU

Initial Net payments

o debrr | dehalt () At ¢

: or debi eficit (—) after | Percent o

Coirioe Qlll-loontam(llirtlél' (dr) bal- | adjustments for initial Percu%%; of

v of account)!| ,BREES the use of exist- balance a 56
(million ing resources ? 2l

units of (million units
account) of account)

3, 950

Austria 70
Belgium-Luxembourg 360
Denmark 195
France 520
320
45

155
205
330
200
70
260
250
50

1, 060

1 One unit of account equals the gold value of the United States dollar.

2 This column shows the net payments position of each participating country prior to the use of initial
balances. It includes amortization payments for balances outstanding from pre-EPU bilateral payments
agreements where negotiations regarding their consolidation had been concluded. Where such negotiations
were not complete, monthly payments to amortize such obligations had not started, but remained to be
settled in future clearings.

i Since_the Swiss Parliament did not ratify its membership in the EPU until October 26, none of the
transactions in the first accounting period involving Switzerland were settled through the Union. Switzer-
land will be included in the EPU clearings beginning November 1.

The deficit position of the Netherlands was due mainly to the
increased volume of textile imports from Belgium. After using its
entire initial credit balance, the Netherlands financed the remainder
of its deficit by receiving credits from EPU.
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France had an unexpectedly large net surplus with EPU in the first
clearing operation due partially to large tourism receipts. In addition
to France, Portugal, also because of its net surplus position, was the
only other recipient of gold from EPU.

Several net debtor countries—Norway, Greece, Austria and Ire-
land—offset their deficits against their initial credit balances and thus
used no part of their quotas. On the other hand, the surpluses of
Sweden and the United Kingdom were charged against their initial
debit balances so that they received no gold from EPU. Belgium, the
only other country with an initial debit balance, was not in a net
surplus position for the first accounting period.

Based on payments transactions within the quarter, before adjust-
ments for the use of existing resources and initial positions, six of the
participants—France, the United Kingdom, Portugal, Sweden, Italy
and Turkeyv—were in a net creditor position. Kight countries—
Germany, Greece, the Netherlands, Denmark, Norway, Austria,
Belgium-Luxembourg, and Iceland—were net debtors. After all
clearing operations the net surpluses for the first group, and the net
deficits for the second group, subject to settlement under the EPU
rules, each amounted to 310.3 million units. The equivalent of ap-
proximately $20 million in existing resources was used by debtors to
reduce their deficits in the first settlement of payments balances.

Gold receipts by EPU amounted to $31 million, whereas gold
payments totaled $42.6 million. The gold obligation of EPU was
obtained from the working capital fund which the United States agreed
to provide so that the EPU would have sufficient convertible assets to
fulfill its obligations. Portions of this fund, which amounts to $350
million, will be made available to the Union as needed to carry out the
automatic operations prescribed in the agreement but only to the
extent that other assets are inadequate for this purpose. In addition,
a fund is being held by the ECA for special assistance which the
United States would provide on its own initiative or in its discretion,
upon recommendation by the OEEC.

In addition to gold transactions, EPU received credits totaling
164.4 million units from four countries in the first clearing and at the
same time extended credits amounting to 169.5 million units to debtor
countries. Thus, the net extension of credits by EPU was 5.1 million
units.

The net gold loss and simultaneous net credit extension by EPU was
not unexpected in the early stages of EPU operations. It is attribut-
able to the character of the gold payments provision, which requires
that creditors receive gold payments equal to one-half of their surpluses,
after the gold-free installment of their quotas has been reached; while
the gold payment scale for debtors is graduated, rising from 40 percent
to 60 percent only when three-fifths of the quota is used. Thus, the
German net deficit was financed primarily by EPU credits and a
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considerably smaller gold payment to EPU, while the French and
Portuguese net surpluses required relatively more gold payments to
those countries and relatively less credit extension by them.

The key role which the European Payments Union is designed to
play in the promotion of expanded intra-European trade in an environ-
ment of diminishing restrictions and increased strength and security
through the cooperative efforts of its members, is heightened by the
changes now occurring in the economic situation of some of the
participating countries because of recent international developments.




CHAPTER II
ECA Programs For Europe

HE funds available for the European Recovery Program during

the current fiscal year are more than one-third lower than in the
preceding twelve months. Altogether, about $12.3 billion have been
made available for ECA use—$5.9 were obligated in the 15-month
period, April 3, 1948, to June 30, 1949, and $3.7 billion for fiscal year
1950; for the current fiscal year $2.7 billion are available for obliga-
tion. As a consequence of the decrease in appropriation, procurement-
financing activity will, of necessity, decline in comparison with previous
periods.

In the course of the third quarter, the Administration allotted an
additional $500 million to the participating countries. The accom-
panying table shows allotments, by country, since the beginning of
ECA.

ALLOTMENTS TO PARTICIPATING COUNTRIES, APRIL 1948—SepTEMBER 1950

[Millions of dollars]

Unallo-
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1 Excludes GARIOA and funds for special programs such as technical assistance, strategic materials and
relief shipments.

2 Includes allotments previously assigned to Bizone and French Zone.

3 Includes aid to Indonesia prior to July 1, 1950.
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THE PROCUREMENT PROGRAM

Through September 30, 1950,ECA had issued authorizations for commodities
and services worth $ 9.8 billion; payments against deliveries totaled $8.2
billion.

10,000 T
AUTHORIZATIONS

( Quarterly Averages )
g nh L tons) AUTHORIZATIONS |
. 2 994

1948 1949 1950

PAID SHIPMENTS *

| 1 1

2ndQ 3rdQ 4thQ IstQ 2ndQ@ 3rdQ 4thQ Ist Q 2ndQ@ 3rdQ
1948 ; 1949 1950

Industrial items accounted for more than half
of all commodity authorizations to date.

MAJOR ‘ PERCENT *I AUTHORIZATIONS
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AUTHORIZATIONS AND SHIPMENTS

Emphasizing declining dollar aid to Western Europe, procurement
authorizations issued by ECA during the July—September quarter of
1950 dropped to $295 million, the lowest amount by far for any quarter
to date (appendix table B-1).

Compared to the preceding three-month period, authorizations
were considerably lower for each of the major commodity groups; the
greatest decrease was for machinery and vehicles with only $9 million
authorized in the quarter under review. Raw materials and semi-
finished products comprised 44 percent of the quarter’s approvals
followed by food, feed and fertilizer with 24 percent.

Through September 30, 1950, cumulative approved procurement
totaled $9.8 billion. Expenditures aggregated $8.2 billion for goods
and services already delivered (appendix tables B-2 and B-5).

Food, Feed and Fertilizer.—Purchase approvals for commodities in
this category during the third quarter of 1950 amounted to only $72
million Bread grains and coarse grains comprised about four-fifths
of these approvals and were primarily for the Federal Republic of
Germany. Among other participating countries, France received the
largest amount—$12 million worth of corn.

Since ECA operations began, the procurement of over $2.8 billion
worth of food, feed and fertilizer has been approved of which 95 per-
cent has been shipped and paid for. The major recipient to date,
the United Kingdom, received no authorizations during the July—
September quarter

Fuel.—As in the preceding three quarters, all of the fuel author1za~
tions in the third quarter of 1950 were for petroleum, largely for Italy,
France and the United Kingdom. Including the $34 million worth .
approved during the quarter under review, petroleum procurement
authorized by ECA. totaled one billion dollars. Deliveries, as shown
by paid vouchers, were equivalent to 87 percent of authorizations.
All of the $275 million worth of coal’authorized for purchase to date
has been delivered and paid for.

Raw Materials and Semifinished Products.—In the third quarter of
1950, purchases of raw materials and semifinished products valued at
$131 million were authorized by ECA. About two-thirds of the
authorized amount was for cotton, with the United Kingdom and
France as the principal recipients. Nonferrous metals comprised
another 13 percent.

In two and one-half years of administering the European Recovery
Program, ECA has approved the procurement of nearly three billion
dollars worth of raw materials and semifinished products. The princi-
pal procurement items have been: raw cotton, $1.1 billion; nonferrous
metals, $593 million; and iron and steel mill materials and products,
$272 million. As indicated by payments records, shipment was com-
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COMMODITY PROCUREMEN T-Trends for major commodity groups.

Authorizations were substantially reduced for all commodity groups during the
third quarter of 1950.
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A shipload of steam shovels leaving New York City for England as a
part of the aid program administered by the Economic Cooperation
Adminastration.

pleted for 84 percent of the authorizations for all raw materials and
products.

Machinery and Vehicles—After five quarters of relatively substan-
tial authorizations, approved procurement of machinery and vehicles
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fell to $9 million during the July—September quarter. By the end
of September 1950, 62 percent of the $1.6 billion in machinery and
vehicles authorized had been shipped and paid for.

Sources of Supply

More than 69 percent of the commodity purchases approved by
the Administration since the start of the program, were earmarked
for shipment from the United States. Altogether, $6.3 billion worth

ORIGIN OF SUPPLIES

The United States is supplying almost 70 percent of all
commodities authorized by ECA through September 30, 1950.
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of goods has been authorized for procurement in the United States,
including $3.3 billion of agricultural commodities and $3 billion of
industrial commodities. Grains, machinery, cotton and tobacco
constitute the principal items authorized (appendix table B-3).

During the quarter, July—September 1950, 76 percent of the value
of all commodity authorizations was earmarked for purchase in the
United States. :

Canada has been the largest offshore supplier, accounting for 13
percent of total commodity authorizations, followed by Latin America
with 8 percent of all commodity authorizations.

Maintenance of Greek roads, hampered by a shortage of equipment,
was helped by delivery of U. S. manufactured road graders purchased
through ECA. Operators from all parts of Greece received an intensive
short course in the handling of the machines with an American engineer
serving as wnstructor.

GARIOA Program

Following the establishment of the Federal Republic of Germany,
the Department of the Army, which had been administering the
GARIOA (Government and Relief in Occupied Areas) fund in Ger-
many, transferred the unencumbered balance to ECA. In all, $187.2
million was turned over to the Administration to be used for the
procurement and shipment of food and agricultural commodities.
Authorizations issued by ECA against this amount totaled $181.2
million (appendix tables B-8 and B-9).
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No GARIOA appropriation was approved for Germany for the
current fiscal year. Therefore, no authorizations were issued against
GARIOA funds after June 30, 1950. During the quarter, paid ship-
ments against previous authorizations increased $50.1 million to
$142.2 million. In accordance with Public Law 535 (Eighty-first
Congress) a portion of the ECA funds allotted for assistance to Ger-
many may be used for the rehabilitation of Germany (previously
financed with GARIOA funds), including the furnishing of supplies
needed to prevent starvation, disease and unrest.

INDUSTRIAL PROJECTS

With the need for a greater defense potential in Europe becoming
increasingly clear, ECA assistance in the development and construc-
tion of industrial facilities assumed increased importance. By
September 30, 1950, the Administration had approved 122 industrial
projects in thirteen participating countries. These enterprises entail
a total expenditure—in all currencies—of $2.1 billion, towards which
ECA has committed $525 million, or about 25 percent. The bulk,

U. S. manufactured tooling machine furnished to Belgium under the
European Recovery Program. An example of the ECA-financed equip-
ment which is helping to improve industrial productivity in Western
Europe.
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62 percent, of these Marshall Plan fund commitments was for mod-
ernization and expansion of manufacturing facilities, largely steel,
automotive and petroleum refining. Another 31 percent was ear-
marked for transportation, communications and power projects
(appendix table B—11).

Quarterly Activity

During the third quarter of 1950, six new projects were approved
which, together with supplemental amounts authorized for previously
approved projects, involved ECA commitments of $16 million and
a total cost equivalent to $102 million. Included were undertakings
for iron and steel manufacture, petroleum refining, pulp and paper
production, power and air transport.

Turkey.—The largest project approved during July-September
provides for the construction of a key hydroelectric installation in
northwest Anatolia, Turkey. A dam and power house with related
transmission and transformation facilities will be built to serve
Istanbul, Ankara and adjoining cities. This region is the most
developed and densely populated area in Turkey and its steel mills
and coal fields consume over two-thirds of the electrical energy
produced in the country. The inadequacy of present generating
capacity has necessitated restrictions on the use of electricity and has
limited business expansion.

These installations, which will require about four years to complete,
will increase capacity by 80 thousand kilowatts. Resultant savings
in coal consumption, estimated at 275,000 metric tons per year,
will increase the exportable fuel supply and improve Turkey’s foreign
exchange position correspondingly.

France.—Part of the cost of rebuilding and modernizing an oil
refinery at Dunkirk will be met with ECA dollars. The Dunkirk
refinery was virtually destroyed during the war and is being currently
reconstructed. On completion, the refinery will process about 28,000
barrels of crude oil daily. All of the output—including lubricating
oils, asphalts, gasoline, kerosene and fuel oils—will be sold in the
French market, including the territories.

The second French project approved by ECA will furnish two
transport aircraft, second-hand DC—4’s, for a French airline operating
between metropolitan France and her overseas territories. With the
steady growth of air traffic, existing facilities have become inadequate.
The planes with spare engines and parts, will be bought in the United
States.

Germany.—A new refinery, the first for the Federal Republic since
World War II, was approved during the quarter. The plant will be
built in Lingen in the northwest near the Emsland fields, Germany’s
main oil producing area. Output of the refinery is projected at
600,000 metric tons per year and includes gasoline, diesel oil and coke.
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INDUSTRIAL PROJEGTS-Approvals through September 30, 1950

The Administration has committed $525 million for use in 122 industrial projects
involving a total cost equivalent to $ 2.1 billion.

TYPE OF PROJECT l Millions of Dollars and Dollar Equivalents
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ltaly.—Modernization of a steel plant at Rogoredo near Milan was
approved during the quarter. The project provides for the purchase
of American equipment to replace obsolete equipment, reduce operat-
ing costs and permit safer operation.

Austria.—Under an approved project, Austria’s production of pulp
and paper will be increased. An Austrian firm at Frantschach, the
country’s sole producer of sulphate pulp and paper, will purchase
American machinery and expand its capacity. It is estimated that
the mill’s sulphate pulp production will increase from 18,000 to 24,000
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metric tons per year and kraft or brown sulphate paper output will
increase from 12,000 to 24,000 metric tons per year. As a result of
this project, paper exports and foreign exchange earnings will be
substantially increased.

INDUSTRIAL PRrOJECTS APPROVED BY ECA, JULY-SEPTEMBER 1950

Total cost (mil- :

Number | lions of dollars EC‘A; cor.rlxlmlt-

of projects and dollar merfl d(lﬁl aons
equivalents) of dollars)

Country and type of project

102. 5

47.0

47.

France 38.

Petroleum refining
Aireraft and parts

Germany

Petroleum refining

Petroleum refining *

Austria

1 Includes value but not number of supplemental approvals.

DEVELOPMENT OF OVERSEAS TERRITORIES

During the quarter under review, ECA reexamined existing policies
relating to the development of overseas territories of the European
participating countries. It was determined that the ECA reserve
fund for overseas territories would be used increasingly for projects
which in addition to being of economic importance to the territories
and Western Europe, are also of significance from the standpoint of
positive contribution to rearmament and defense of the free world.

Two projects submitted by the United Kingdom were approved
during the quarter for assistance from ECA’s special reserve fund
for overseas development—to augment electric power facilities on the
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island of Malta and to render urgently needed assistance to a locust
control program for the protection of widely threatened crops in
British East Africa and adjacent areas. Approval of these two proj-
ects raised cumulative commitments from the overseas development
reserve to $9.6 million as of September 30, 1950.

The Malta power project will cost the equivalent of $4.5 million, of
which $2.3 million will be financed by an ECA grant. British and
Maltese sources will provide the balance of the capital. ECA funds
will pay for essential equipment obtainable only from American
suppliers. When completed, the project will help to promote an
- expansion of local industries, make possible an increased supply of
goods available for export and strengthen the military potential of
this strategically important island. Tt is anticipated that the expan-
sion of industry induced by the increased supply of electric power will
aid local authorities materially in relieving the serious unemployment
which has disrupted the island’s cconomy for several years. There
are indications that the approval of this project has already mitigated
the political unrest generated by unemployment.

Overall costs for the locust control project will amount to the
equivalent of $54 million. Of the total, ECA funds amounting to
$179,000 will pay for 57 American trucks with specialized equip-
ment. Control measures to be applied over a period of three years
have been planned on an international scale by the United Kingdom,
Italy and Saudi Arabia. If the locusts can be eradicated from their
principal breeding areas in Saudi Arabia, and their movement through-
out the Middle East prevented, crop losses which would otherwise be
heavy will be reduced and agricultural resources will be more
effectively safeguarded from the depredations of these pests.

Two technical assistance projects were authorized in this period for
French overseas territories. One of these will permit a group of
rural engineers from French African territories to make a 3-month
study of United States techniques in water control and irrigation.
Production of rice in the French African territories is inadequate for
the needs of the population. In addition to low yields in compar-
ison to the amount of land in cultivation, uncontrolled seasonal
overflowing of rivers makes production variable on the plains. In
the absence of proper irrigation and water control, large mountain
areas have been deforested to secure increased land for cultivation.

The second technical assistance project will enable representatives
of the French Ministry of Overseas Territories to study peanut pro-
duction and processing in the United States. France’s requirements
for edible oils are supplied largely from peanuts produced in the
territories. Increased peanut plantings are being sought to assure
adequate oil supplies and reduce the necessity for metropolitan France
to produce oil seeds. A program for the cultivation of 30,000 hectares
of land for peanut production in French West Africa is now under
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way. To assist in this development, French tropical agriculturalists
are seeking to improve their knowledge of growing, drying and shell-
ing peanuts. They also are interested in studying crop rotation and
other methods of conserving soil for peanut production.

ECA-financed equipment and supplies are contributing extensively,
particularly in French African territories, to the rehabilitation and
development of railway and highway transportation, port rehabilita-
tion, agricultural improvements, conservation, and a wide range of
mineral and industrial projects vital to the North Atlantic rearma-
ment program. - For such projects, using a part of the program funds
allocated to it directly by ECA, the French Government had com-
mitted $280.4 million from the beginning of the ERP to September
30, 1950.

As in the past, France has continued to support the development
of the overseas territories through approval of loans and grants from
the 95-percent counterpart fund. Approximately 5.3 billion francs
were released in the first quarter of the current fiscal year for economic
development in Algeria, and 4 billion francs in Morocco. Counterpart
funds used by France in her territories since the beginning of the ECA
program were thus increased to 42.9 billion franes (equivalent to
about $122.5 million). These counterpart funds have been employed
both to stimulate productive activity in general and to develop new
sources of wealth, particularly in Algeria, Tunisia, Morocco and, to a
lesser degree, in other French overseas territories. Projects to which
such funds have been applied include irrigation, agricultural improve-
ment, dam construction, electrification and survey work. Portugal,
Belgium and the United Kingdom (except for one very small alloca-
tion) used financial resources other than their 95-percent counter-
part funds for the development of their overseas territories during the
quarter under review.

During the first three months of fiscal year 1950, ECA obligated
$2.5 million of appropriated funds and the equivalent of $8.4 million
in local currency from 5-percent counterpart funds to develop sources
of strategic materials in the overseas territories. In this same period,
ECA also committed the equivalent of $940,500 in 5-percent coun-
terpart funds for the purchase of strategic materials originating in
the overseas territories.

TECHNICAL ASSISTANCE

Under ECA’s technical assistance program, $17.4 million had been
committed by September 30, 1950 for more than 500 projects (appen-
dix table B-10). From the start, the improvement of productivity
has been of primary concern to the participating nations. Projects
relating to the improvement of industrial and agricultural productivity
have accounted for 42 and 15 percent, respectively, of all commit-
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ments since the inception of the program. During the third quarter
of 1950, two million dollars was committed for 44 projects.

TECHNICAL ASSISTANCE-Authorizations through September 30,1950

$17.4 million were committed for more than 500 projects--the bulk of these relate to
the improvement of industrial and agricultural productivity.
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Ylincluding $1.Fmillion for program management.

Planning by Participating Countries

The temporary lull in project submissions during the first quarter
of the new fiscal year was due to a shift in planning. For most of the
participating countries the summer months were a period of review
and the technical assistance program received considerable attention.
The invasion of South Korea had emphasized the need for greatly
increased armament production, which in turn will impose a severe
strain on the resources of the participating countries. It was appar-
ent, therefore, that aggressive action would have to be taken by the
participating countries to increase the productivity of their existing
resources, not only in the armament industry, but throughout their
industrial and agricultural economies. It was to back up such an
all-out productivity effort that the technical assistance program had
been set up. Accordingly, the participating countries, which had
been using technical assistance primarily as a spot service for individual
productivity problems, gave more emphasis to comprehensive pro-
grams to gear technical assistance more closely to the other aid they
are receiving under ECA. Early reports on these country programs
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indicate that most of the participating countries envisage a con-
siderable expansion of technical assistance activities in critical sectors
of their economy.

Program Management

Operations during the third quarter, in terms of participating per-
sonnel, reached a peak level. The number of American experts abroad
continued at about 300, and 752 Europeans—a record number—
arrived for concentrated study trips in the United States. At the
same time it became apparent that increased attention would have
to be given to other means of transferring technical information:
on-the-spot aid by qualified American production and managerial
personnel to assist in overcoming specific Eurovean productivity
problems, the display of United States products in Europe, the
analysis of European products from a production and marketing
standpoint, increased availability and wider use of technical and train-
ing films, and the dissemination of American technical and managerial
literature. During the quarter, for example, it was decided to select
a group of topflight engineers from the United States with wide man-
agement experience, to serve as roving consultants to interested
European industries to assist them in identifying and isolating prob-
lems of prime importance in the field of productivity and in planning
their attack on these problems.

In order to carry out this widening range of activities at the lowest
possible cost and without sacrifice in the quality of the services offered,
considerable use is being made of facilities available in other govern-
ment agencies. In the quarter under discussion, functions relating
to arrangements for ECA technical assistance were being carried out
under contract by the Departments of Agriculture, Commerce, and
Labor, the Bureau of the Budget, the Federal Communications Com-
mission, and other agencies. Where government agencies were not
able to provide the necessary service, the help of private organizations
was enlisted. Thus, the Association of American Railroads undertook
the management of a study trip in the United States for 82 European
railway engineers and executives, and the National Management
Council assumed responsibility for the direction of several projects
involving special productivity training for French consulting and
practicing engineers. Such subcontracting under appropriate super-
vision has proved to be effective and this procedure is expected to be
used more extensively as the program continues.

Program Evaluation

During the quarter, the technical assistance staff began to evaluate
the results of technical assistance activities to date. Outstanding
successes appear to have been achieved by the British building, ma-
terials handling and steel founding teams. Regarding the last of
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these, a sampling made some time ago of the British steel industry
revealed that as a result of the findings of the steel founding team,
one firm cut man-hours per ton of castings from 178 to 164; another
firm increased its production of cores from 6 to 35 sets per man-hour;
a third effected a 25 percent reduction of man-hours in several special-
ized departments.

Another immediate result of the team’s recommendations concerned
the industry as a whole. The British Steel Founders’ Association,
in an unprecedented step, set up a research and analysis division to
assure that basic productivity research conducted by one member
would be available to all.

Perhaps the greatest result has been the new spirit of cooperation
between labor and management in this industry. Two productivity
conventions under the auspices of the British Steel Founders’ Associ-
ation have been held to discuss the steel founding team’s report.
One of the sessions of the second convention was chaired by a
representative of the trade union. As the British magazine Scope
reported: “It was a rare experience to hear both sides of an industry
speaking the same language. Both were determined to increase pro-
ductivity for the advantage of all. Both were proud of improvements
achieved, but refused to be complacent. The employers admitted
that much remained for them to do and were satisfied that it would
be done. . . . If only one-half of this country’s industry showed the
same intelligent approach and individual firms cooperate as the steel
founders have, what a transformation there would be in our national
fortune.”

Results stemming from the technical assistance rendered to groups
from other countries have been noted. Following a German study of
cattle-breeding practices in the United States, a number of centrally
located artificial insemination associations, farmer-owned and -oper-
ated, are being established in Western Germany. One of the most
encouraging results of an agricultural technical assistance project
occurred in Italy, where the Government decided to establish an office
for agricultural extensior work and appointed a recent participant in
a technical assistance extension work project as its head.

In France the productivity center has reported “measurable
increases” in the productivity of the gray iron foundry, heavy
electrical equipment, and shoe manufacturing industries as a result
of team visits to the United States. Even more significant than the
developments in individual industries, is the overall role of the pro-
ductivity teams in France where general productivity consciousness
developed much more slowly than in the United Kingdom. After a
slow start, however, France has now become one of the most active
of all the participating countries. It also has one of the most balanced
programs. Among the 25 French productivity teams that have
visited the United States, industry, labor and agriculture are about
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equally represented. Members of these teams have been a potent force
on their return in their advocacy of modern American technological
ideas and practices.

Even though no systematic evaluation of the results achieved by
the program has been carried out (because it takes some months
before a technical assistance mission shows tangible results), one
immediate conclusion stands out; namely, that the program is strong-
est where it is carried out through an established body of the par-
ticipating country (e. g., the United Kingdom Section of the Anglo-
American Council on Productivity). National productivity centers
are performing this coordinating function to a gradually increasing
extent in some of the participating countries. Such centers have now
been established in Austria, Belgium, Denmark, France, Germany and
the Netherlands. To strengthen these centers by increasing their
active participation in the technical assistance program continues to
be one of the main aims of ECA policy in using technical assistance
to increase industrial productivity.

INVESTMENT GUARANTIES

Industrial Guaranties

Under the governing legislation, ECA has issued 23 contracts
guaranteeing to American investors the conversion into dollars of
foreign currency receipts from new investments in the participating
countries. The aggregate value of these contracts amounts to over
$23 million. Issuances during the July—September quarter totaled
$759,000 and con sisted of a new contract with Parke, Davis &
Company for $735,000 and an amendment to a previous contract
with the Dow Corning Corporation.

The Parke, Davis guaranty contract stems from an investment
by this company in anew plantnear London, tobe erected and equipped
for the manufacture of pharmaceuticals, principally chloromycetin.
Chloromyecetin has not been produced heretofore in quantity in the
United Kingdom, and the project is expected to increase the present
inadequate domestic supply. In addition, it will create exports from
the United Kingdom to Europe, South Africa and the Near East.

The amendment to the Dow Corning contract increases the amount
of the original guaranty by $24,000 to cover earnings from special
techniques and processes contributed by Dow Corning to- its partly
owned subsidiary, recently established in France for manufacturing
electrical insulating materials of the silicone type.

No disbursements were made through September 30, 1950, pur-
suant to industrial guaranty contracts issued since the inception of
the program and over $217,000 in fees were collected.

During the third quarter of 1950, policy and procedure for issuing
guaranties againt loss from expropriation or confiscation were under
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discussion. Such guaranties are provided for under the amended Act.
The problems involved in the issuance of such guaranties are many
and complex, and have required extensive consultation with financial
experts.

Informational Media Guaranties

Since the start of the program, informational media guaranty
contracts totaling over $7.4 million have been signed, $1.1 million in
the third quarter of 1950.

The largest part of the quarter’s activity was concentrated in
Germany ($812,482) and covered the distribution of feature-length
and short films; technical, news, and feature magazines; scientific,
technical, and pocket-type books; and a trade newspaper, Guaranty
contracts aggregating $105,400 were issued for the distribution of
technical and feature magazines, and scientific and pocket-type books
in the Netherlands; scientific, technical, and pocket-type books in
France ($60,000) ; documentary films, and news and feature magazines
in Norway ($38,330) ; feature magazines, and scientific and educational
books in Austria ($34,500); and a feature magazine in Italy ($1,830).

On September 30, 1950, guaranties valued at about $1.2 million
were under consideration. Additional applications in substantial
amounts were expected to be received shortly for the extension into
1951 of existing contracts in various countries.

LOCAL CURRENCY COUNTERPART FUNDS

During the third quarter of 1950, the ERP countries deposited the
equivalent of $733 million in their special local currency counterpart
accounts, bringing the total amount of local currencies deposited to
match grant aid furnished by the United States under the Marshall
Plan to the equivalent of $7.2 billion. In addition, the equivalent of
$605 million in local currencies has been deposited by Austria, France,
Italy and Greece under the counterpart provisions of the Foreign
Relief and Foreign Aid Programs (Public Laws 84 and 389, Eightieth
Congress). These interim aid counterpart funds consist of balances
which were unencumbered at the time ECA assumed responsibility for
approving the utilization of these deposits, and amounts which were de-
posited since that date.

ECA approved the withdrawal of the equivalent of $544 million in
counterpart funds in the quarter under review, bringing the total re-
leased for use by participating countries since the start of the program
to the equivalent of $4.9 billion. As shown on the accompanying
table, the bulk of this amount has been approved for financing invest-
ments in basic projects designed to stimulate production, with lesser
amounts approved for financial stabilization, reconstruction and
other economic recovery projects mutually agreed upon by ECA and
the depositing country.
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COUNTERPART FUND APPROVALS. . .july!-Sept.30,1950
The equivalent of $544 million was approved for withdrawal — 69% for the
promotion of production, 16% for financial stabilization, and 15% for other
purposes.
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ECA ApPrROVALS FOR WITHDRAWALS OF COUNTERPART FUNDS!
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[Dollar equivalents of the local currency in millions of dollars]

Country

Total

Promotion of
production

Financial
stabilization

Other
purposes

4, 875.

2, 963.

1, 202.

709.

10 7e
787.
645.
458.
359.
256.
178
118.

73.
18.
2.

1, 705.
1

449,
323.
245.
88.
97.

100.

iE
196.
134.

1 Includes funds deposited under Public Law 472 and unencumbered portion of counterpait fund de-

posits under Public Laws 84 and 389 for which ECA is responsible for approving utilization.
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The status of European local currency counterpart funds is shown in
appendix tables C-1 to C-5.

Over two-thirds of the funds released by ECA during the quarter
were channeled into industrial and agricultural production, and about
one-half of the remainder into projects such as housing reconstruction,
special relief projects, and the stimulation of tourist trade. The
balance was used for financial stabilization.

GARIOA Counterpart Funds

In addition to local currency counterpart funds deposited under
the provisions of the Marshall Plan, deposits of local currency counter-
part funds have been required from the Federal Republic of Germany
to match aid furnished from GARIOA (Government and Relief
in Occupied Areas) dollar appropriations. GARIOA dollar funds for
Germany were appropriated in fiscal years 1947 through 1950 and
were expended by the United States to provide such essentials as
fuel, food and fertilizer, necessary to prevent disease and unrest.

On December 29, 1949, an Agreement on Economic Cooperation
became effective between the United States and the Federal Republic
of Germany. At about the same time, the balance of the uncommitted
GARIOA dollar funds for fiscal year 1950, reserved for economic
purposes in Germany, was turned over to ECA to administer as part
of its overall program for Germany. Thus, ECA took over from
the Department of the Army certain responsibilities in connection
with the GARIOA local currency counterpart funds.

The use of GARIOA counterpart funds, now covered by the above
bilateral agreement, differs from the use of Marshall Plan counterpart
funds in that the United States has first call on all GARIOA counter-
part. The United States High Commissioner for Germany, after
consultation with ECA and the Department of State, draws upon
these funds to meet administrative expenses, expenses of the reorienta-
tion and re-education program, and for other purposes. To the
extent that counterpart funds are available in the GARIOA local
currency account after being drawn upon by the United States High
Commissioner whether for United States needs or for the benefit of
Germany, the Government of the Federal Republic of Germany may,
upon ECA approval, draw upon these funds for investment purposes
in a manner similar to that governing the use of Marshall Plan coun-
terpart funds.

Since December 1949, a total of 840 million Deutsche marks
(equivalent to $200 million) has been deposited in the GARIOA
special account. Of the amount deposited, the equivalent of $117
million was to match the dollar cost of ECA-administered GARIOA
procurement, and $83 million matched the dollar cost of grain and
other commodities withdrawn from inventories previously acquired

by the Army with GARIOA dollar funds.
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Although no separate GARIOA funds for Germany were appro-
priated for the fiscal year 1951, ECA and the Department of State
have agreed, pursuant to the provisions of section 114 (i) of the
Economic Cooperation Act of 1948, as amended, that a portion
of the counterpart funds due to be deposited by Germany to match
ECA aid in the current year will be deposited in the GARIOA special
account.

Through September 30, 1950 (and since the effective date of the
bilateral agreement), the equivalent of $85 million has been disbursed
from the GARIOA counterpart account at the request of the United
States for the following purposes: administrative expenses of HICOG
(High Commissioner for Germany), the reorientation and re-education
program, unemployment relief in Berlin, and loans to the Berlin
Central Bank and to the German Government. The loans are to be
repaid to the GARIOA special account.

Use by Participating Countries

During the quarter under review, ECA agreed to the use of counter-
part funds in the following eight countries:

France.—ECA approved the withdrawal of 50.1 billion francs
(equivalent to $143 million) from the French counterpart funds
account. Approvals during the quarter included 38.1 billion francs
released to finance the following projects in the current French in-

vestment program:
Billions
of French
francs

Agriculture
Overseas territories
Miscellaneous

In addition, ECA approved the withdrawal of 12 billion francs to
finance the construction of low-cost housing for industrial workers.
Homes to be constructed with these funds will be located in areas
where the lack of such facilities would otherwise hinder essential pro-
duction. The housing shortage, arising out of the deficiency in con-
struction and the damage to houses during the last war, has been one
of the critical areas in the French economy. Since the beginning of
the Marshall Plan, the equivalent of $93 million of French counter-
part funds has been released for housing purposes. The low-cost
housing being financed in part with counterpart funds is an important
segment of the French housing construction program.
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Denmark—ECA, in July, approved the first major withdrawal of
Danish counterpart funds, amounting to 820 million kroner (equiv-
alent to $119 million). The largest part, 610 million kroner, was ear-
marked for debt retirement through the payment of occupation ac-
count claims of the Danish National Bank against the Government.
The use of these funds for debt retirement makes permanent the anti-
inflationary effects exerted by these funds which were allowed to
accumulate in the counterpart account during the past two years.
The immobilization of part of the money supply was a factor in
attaining the present degree of internal financial stability in Denmark.

The balance of 210 million kroner was approved for investment
purposes as follows:

Millions of
Danish kroner

Farm credit g 70
Industry andicomnmercos=s sl ianifsnion i e . 50
Miscellaneous agricultural programs 3751
Tourism 15
Technical assistance & 10
Fishing and fish processing 10
Merchant and fishing fleet 10
Development of the Faroe Tslands . 10

Ttaly—ECA agreed to the withdrawal of 58 billion lire (equivalent
to $92.2 million) of Italian counterpart funds during the quarter.
About half of this amount was from the counterpart funds deposited
under the Marshall Plan and the balance from deposits under the
provisions of Public Laws 84 and 389 of the Eightieth Congress.

Releases of Marshall Plan counterpart funds during the quarter
totaled 28.7 billion lire.

Billions of
Loans to— Italian lire

Industrialize and improve southern Ttaly_.__ 10.0
Assist small business firms
Grants to projects for—
Public works
Agriculture
Postal and communications facilities

The interim aid counterpart funds were released to finance both
public and private projects designed to further industrial and agri-
cultural production.




View of Gela Dam, Sicily. Reclamation project for 67,000 hectares of
agricultural land for which ERP local currency counterpart funds have
been allocated.

Germany.—The bulk of the 352 million Deutsche marks (equivalent
to $84.4 million) released from German counterpart funds by ECA
during the quarter was earmarked for financing manufacturing, farm-
ing, power facilities and other projects designed to stimulate produc-
tion. The balance was allocated to finance housing construction for
workers, to promote tourism and to pay the inland transportation
costs of relief package shipments.

Tllustrative of the results achieved partly through the use of Mar-
shall Plan counterpart funds was the demonstration during the quar-
ter that West Berlin has been made practically independent of electric-
ity generated in the Soviet zone.

On July 1, the Soviet military authorities cut off the western sector
of the city for one month from electricity generated in the Soviet
zone. Two years ago, a similar move resulted in a drastic curtailment
of power for the American, British and French sectors of Berlin,
lowering the morale of the 2.5 million residents in these areas. ;- This
time, however, the BEWAG (Berliner Elektrizstat Werkstette Aktien
Gesellschaft) power station, rebuilt in part with counterpart funds,
was able to provide sufficient electric power for lighting and other
necessities. The electricity flowing from this rebuilt plant not only
defeated the Russian move to destroy the morale of the people of
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West Berlin, but also gave them renewed confidence in their ability
to rebuild their crippled city.

Austria.—During the third quarter, ECA approved the withdrawal
of 1,225 million schillings (equivalent to $62.6 million) from the
Austrian local currency counterpart funds account—bringing the
total released since January 1, 1950, to 2,182 million schillings. Funds
released during the quarter were earmarked for use as follows:

Millions of

Austrian
schillings

Communications and utilities
Manufacturing

Agriculture and forestry
Tourism

Mining

Export trade promotion
Miscellaneous

Among the industries receiving allocations for use in the promotion
of manufacturing were iron and steel, paper and pulp, textiles, chemi-
cals, nonferrous metals, woodworking and electrical machinery.
More than half of the 460 million schillings allocated to communica-
tions and utilities was to finance electric power production; about

30 percent was used for the railroads; and the balance was chan-
neled into other communications facilities, roads and bridges.

The 25 million schillings for export trade were released for the
purpose of setting up a special Austrian export fund from which short-
term loans will be made to small manufacturing firms. The credits
granted will cover outlays for raw material or equipment until the
firms receive foreign exchange payments for finished goods exports.

Greece—ECA released a total of 400 billion drachmas from the
Greek local currency counterpart funds account principally for use in
reconstruction and development projects. An important item in
these approvals was the financing of an emergency program for hous-
ing refugees. Most of the construction financed with these funds was
in mountain villages where refugees of the guerilla war had settled.

In addition to the funds for housing and other care for refugees,
Greek counterpart funds were approved during the quarter for roads
and other transportation facilities, manufacturing industries, agri-
culture and mining.

Netherlands—During the quarter, ECA approved the withdrawal
of 58 million guilders (equivalent to $15.3 million) from the Nether-
lands counterpart funds account. This increased the total utiliza-
tion to 574 million guilders, as of September 30.
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USE OF COUNTERPART FUNDS—Through September 30, 1950

$ 49 billion in local currency counterpart funds have been released for the
ERP countries_ _ almost two-thirds for the development of production,.

25

( Percent of Approvals, by Purpose )

Energy  Manufacturing Transportation Agriculture HOUSING, FINANCIAL
Sources an and RELIEF,  STABILIZ-
Commerce Communications & OTHER ATION

}——— DEVELOPMENT OF PRODUCTION —{

The Netherlands counterpart funds released during the quarter
were earmarked for the following projects:

Millions of

Land reclamation

Research and extension service work
Other agricultural projects

Hotel construction

Technical assistance

Other tourism development

Trieste—Counterpart releases approved by ECA during the quarter
totaled 736 million lire (equivalent to $1.2 million). Practically all
of the funds released during the quarter will be invested in the mer-
chant fleet and shipbuilding industries, which are the mainstays of
the economic life of the Free Territory of Trieste. A small amount
(7 million lire) was released for the purpose of financing the develop-
ment of drug and chemical production facilities.
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United States Portion of Counterpart Deposits (5% Account)

As of September 30 the equivalent of $309 million of local currency
counterpart funds had been reserved for use by the United States.!
Of these funds, the equivalent of $121 million had been expended by
ECA or transferred to the United States Treasury for use by other
United States Government agencies. In addition there were out-
standing, at the end of the quarter, commitments for strategic mate-
erials amounting to the equivalent of approximately $30 million.

The funds obligated by ECA have been employed largely to purchase
materials needed for the United States stockpile. Materials purchased
with 5-percent counterpart funds have included rubber, sisal, in-
dustrial diamonds, bauxite, palm oil, graphite, platinum and sperm
oil—all of them vital to defense preparedness.

The United States portion of counterpart funds has also been used
to help finance the development of sources of strategic materials,
particularly in the overseas territories of participating countries.
Most of the development contracts call for repayment of the counter-
part financing costs in future deliveries to the United States stockpile
of aluminum, lead, zinc, cadmium, diamonds and chrome. These
projects include the use of £3.3 million sterling (equivalent to $9.2
million at the current rate) for financing bauxite development and
alumina manufacturing facilities in the British West Indies; French
francs equivalent to $5.5 million are being used to finance the mod-
ernization and expansion of zinc and lead producing mines in eastern
French Morocco, while another project involving the equivalent of
$1.8 million in French counterpart will develop sources of industrial
diamonds in French Equatorial Africa; Italian lire equivalent to $1.5
million will help finance the construction of an electrolytic zine plant
in northern Italy. In addition to contributing material to the United
States stockpile, these projects will assist in meeting the civilian and
military requirements of Western European countries for these scarce
materials.

Other ECA outlays from the counterpart funds reserved for the
United States have covered ECA administrative expenses payable
in local currencies, informational projects designed to support Marshall
Plan objectives and other special needs. After adequate provision
has been made for ECA commitments payable in local currencies,
counterpart funds reserved for the United States are made available
for use by other United States Government agencies. For this pur-
pose, ECA transferred the equivalent of $4.3 million of local currency
counterpart funds to the United States Treasury during the quarter,

! Local currencies reserved for use by the United States are at least five percent of local currencies deposited
as counterpart to Marshall Plan aid. However, the “adjusted dollar equivalent”” of the United States
portion is less than five percent of the total aid against which deposits have been made because of currency
revaluations.
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bringing the total of such transfers since the inception of the Marshall
Plan to the equivalent of over $30 million.

MUTUAL DEFENSE ASSISTANCE PROGRAM

During the quarter under review, ECA participated actively in
estimating requirements for the Mutual Defense Assistance Program
for fiscal year 1951, and in the Congressional presentation of the
program. On July 26, an amendment to the Mutual Defense Assist-
ance Act of 1949 was approved, which made several substantive
changes in the basic legislation and also authorized the expenditure
of $1,250 million to continue the program during the current fiscal
year. The General Appropriation Act of 1951 (Public Law 759,
Eighty-first Congress), approved on September 6, 1950, appropriated
the amount previously authorized.

The invasion of Korea removed all doubts concerning the motives
of the world Communist movement, and the ends to which the Com-
munist leaders were prepared to go to achieve their purposes. Im-
mediately following this act of wanton aggression, the North Atlantic
Treaty countries, including the United States, reassessed the timing
and scope of their defense efforts. In early August, all North Atlantic
Treaty members submitted to the Council of Deputies their plans for
a greatly enlarged defense program, expressed in terms of mobilizing
additional forces and launching substantial additional military pro-
duction. To enable the United States to support such an effort,
and to provide military assistance to other critical areas, the Depart-
ments of Defense and State, and ECA requested supplemental MDAP
funds of $4 billion for the fiscal year 1951. This amount was appro-
priated on September 27 (Public Law 843, Eighty-first Congress).

Of the total appropriation for MDAP for the current fiscal year,
it is estimated that $475 million will be utilized to assist the countries
of Western Europe in expanding their own defense production. A
major portion of these funds will be utilized in furnishing materials,
components and production equipment for additional military pro-
duction programs abroad. Since this type of aid is closely related
to the economic assistance furnished under the regular ECA program,
and since it is the aim of the United States to foster military strength
in the free countries of the world without jeopardizing their basic
economic strength, ECA has been active in determining the require-
ments for this segment of the Mutual Defense Assistance Program.

During the quarter under review, $7.9 million dollars of grant aid
was authorized for additional production projects submitted by
North Atlantic Treaty countries during the fiscal year 1950. The
amount thus committed since the inception of the program totaled
$21 million.




During September, preliminary negotiations were held with the
Government of the United Kingdom for the purpose of reaching
agreement on overall aid requirements for the first installment of a
greatly enlarged British rearmament program. ECA participated
in these discussions, and will take part in similar discussions with
other NATO countries. This agency has assumed primary responsi-
bility for assessing the increased economic needs implicit in the general
rearmament effort of Western Europe.




CHAPTER III

Special Programs Affecting The United States

STRATEGIC MATERIALS PROGRAM

ORLD events in recent months have not only increased the

demand for strategic materials in the United States, but have
brought renewed pressures for these same materials in Western
Europe. As a consequence of this intensified competition, ECA
emphasis on strategic materials acquisition in certain of the partici-
pating countries is being placed increasingly on projects designed to
develop new sources of supply, or to increase the output from
properties already in operation.

As a result of purchase and development contracts concluded by
ECA thus far, approximately $97 million worth of strategic materials
is being added to the United States stockpile. About two-thirds of
this amount represents materials acquired by direct purchase; the
remainder is expected to accrue as repayments are made in materials
for funds advanced by ECA for the development of new or expanded
sources of supply.

Funds to finance strategic materials contracts come primarily from
the United States portion (5 percent) of the local currency counterpart
funds deposited to match grant aid received from the United States
under the Kuropean Recovery Program. These funds have been
used for all direct purchases and for .more than half the project
development costs financed by ECA to date. The total committed
since the beginning of the program was equivalent to $81.3 million.

In addition, $17.9 million has been committed over the same period
from the special ECA reserve fund, for the development of increased
supplies of strategic materials. These dollars will provide equipment,
and engineering and geological services unobtainable in nondollar
areas. Many of these projects are located in the overseas territories
of the participating countries.

The Emergency Procurement Service of the General Services
Administration has made dollars available to overcome the limita-
tions of ECA 5-percent counterpart funds on purchase contracts.
As of September 30, $15.6 million has been provided by the Emer-
gency Procurement Service for purchases financed in part with
counterpart funds, usually for dollar transportation costs.
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Almost three-fifths of the total funds committed by ECA for
strategic materials purchases and projects concerns the United King-
dom. France, the Netherlands and Italy account for the bulk of the
remainder. Possibilities for strategic materials purchases and projects
have been limited in many of the participating countries. In Greece
and Austria, for instance, there is a paucity both of surplus strategic
materials for purchase and promising reserves for development.
However, there may be some opportunity to use the facilities of
Austria for processing materials purchased in other participating
countries. The processing and transportation costs would be paid
from 5-percent counterpart funds. In Belgium and Sweden no coun-
terpart funds were available for strategic materials commitments, and
in Portugal these funds were limited.

STRATEGIC MATERIALS

Cumulative Commitments through September 30,1950

(Millions of Dollars & Dollar Equivalents )

120
|

PURCHASES §78.G
5% GCounterpart Funds 63.0
EPS Dollars 15.6

PROJECTS 36.2 Ay
5% Counterpart Funds (8.3 EFS Dollars
ECA Dollars I7.9

ECA Dollars

_
ECA 5% Counterpart Funds

(o] (0]
JUNE SEPT. DEC. MAR. JUNE SEPT. DEC. MAR. JUNE SEPT.
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l/Emergency Procurement Service dollar commitments Z/Dollur equivalents are based on the exchange
pertain to purchase contracts jointly financed rates prevailing at the time contracts were
by ECA and EPS. signed.

Projects

During the quarter under review, several development contracts
were approved calling for ECA advances totaling $2.5 million from
appropriated funds and the equivalent of $9.9 million in 5-percent
counterpart funds. These funds will be used to purchase equipment
and to defray part of the costs on development projects as well as for
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prospecting and exploration. These contracts increased the total
committed by ECA'for strategic materials projects as of the end of
September 1950 to $17.9 million from the ECA reserve and the
equivalent of $18.3 million in 5-percent counterpart funds.

All of the ECA dollars committed during the quarter and the equiv-
alent of $4.2 million in sterling 5-percent counterpart funds will be
used by Jamaica Bauxites, Litd., for the construction of an alumina
plant on the island of Jamaica and for related mining and transporta-
tion facilities. Repayment of the funds advanced, plus four percent
interest, will be made in the form of aluminum metal for the United
States stockpile.

Another contract, signed during the quarter with the Rhodesian
Copper Ventures, Ltd., calls for an ECA advance of sterling 5-per-
cent counterpart funds equivalent to $210,000 for the exploration
and development of the company’s copper properties near Sinoia, in
Southern Rhodesia. Repayment of the ECA advance plus interest
will be made in copper to the United States stockpile.

A supplemental contract was signed with Société des Mines de
Zellidja providing for an ECA advance equivalent to $4 million from
French [5-percent gcounterpart funds. This advance will assist in
modernizing and expanding plant capacity at the Zellidja zinc-lead
properties at {Bou Beker, French Morocco. Repayment of the
advance will be"made in zinc for the United States stockpile. Under
the original contract, approved in December 1949, 3.6 million ECA
dollars were committed for this project.

A fourth contract of the project type, signed during the quarter
with Societd Per Azioni Piombo E Zinco provides for an ECA advance
in Italian lire equivalent to $1.5 million from 5-percent counterpart
funds to help finance the construction of an electrolytic zinc plant at
Nossa in northern Italy. Repayment will be in the form of zinc or
lead metal at the option of the Emergency Procurement Service.

In the foregoing contracts, as with most of the strategic materials
projects for which ECA funds have been committed, the companies
receiving the advances are expending considerable additional funds
of their own in developing the properties concerned.

Approximately half of the funds committed for strategic materials
projects to date has concerned the development of bauxite to increase
stockpile supplies of readily available aluminum. Lead and zinc ores
have accounted for an additional 30 percent; industrial diamonds, tin
and general mineral surveys have figured importantly in the re-
mainder.

Purchases

In addition to contracting for additional supplies of aluminum,
copper and lead by financing facilities expansions, during the July-
September quarter ECA committed the equivalent of $1.7 million in
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5-percent counterpart funds for direct purchases of strategic
materials.

Of this amount, the equivalent of $940,500 in Netherlands guilders
will provide the United States stockpile with 100,000 carats of in-
dustrial diamonds and 200,000 ounces of quinidine. The remainder,
in French francs equivalent to $745,700 was committed for transporta-
tion costs for a strategic materials purchase financed by the Emergency
Procurement Service with dollars.

With these transactions, the equivalent of $63 million in 5-percent
counterpart funds had been committed by ECA for the direct purchase
of strategic materials as of September 30, 1950.

A summary of commitments for the direct purchase of sbrateglc
materials by type of commodity, is given in the accompanying table.
Where EPS dollars are employed in a joint purchase with counterpart
funds, they are included in the commitment figures.

COMMITMENTS FOR STRATEGIC MATERIALS PURCHASES, AS OF SEPTEMBER 30, 1950

Value (dollar
Commodity equivalent in
thousands) !

78, 627

27, 606
12, 746

7,112

5,974

4, 500

4,148
Graphite 3, 865
Platinum 3, 064
1, 268
Quinidine 843
Sperm oil 806
Cryolite 525
Fluorspar 304
IVASGellaneosst w0 v T A et B o e e LD cm s 5, 866

1 Dollar equivalents are based on the exchange rates prevailing at the time contracts were signed.

ECA AND SMALL BUSINESS

The Economic Cooperation Administration implemented and ex-
panded its services to small enterprises in the United States during the
third quarter by (1) enlarging its Field Counseling Service in the
United States; (2) obtaining the services of Small Business Officers at
each ECA mission in Marshall Plan countries; (3) inaugurating a new
trans-Atlantic licensing program to help small business engage in
foreign commerce without manufacturing for export; (4) establishing
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a Field Counseling Service in Western Europe to carry out the licensing
program; (5) increasing the flow of trade information to the United
States; (6) distributing in Western Europe the Directory of U. S.
Companies, compiled pursuant to section 112 (i) of the Foreign As-
sistance Act of 1948, as amended; (7) preparing additional trade
manuals and directories of importers in Western Europe and distribut-
ing them to American small enterprises; and (8) arranging for the
compilation of manuals describing investment opportunities in
Marshall Plan countries, and distributing them to small business
organizations in the United States.

United States Field Counselors—The number of Field Counselors in

" the United States was increased during the quarter from about 500 to
675, with locations in 334 cities. More adequate representation was
thereby secured in many States. These officials, operating on a volun-
teer basis without compensation, disseminate information to small
business enterprises on opportunities for export to Marshall Plan
countries, assist small firms in evaluating export possibilities and
licensing opportunities in Western Europe, and help them when prob-
lems are encountered in exporting under ECA financing.

Mission Small Business Officers.—To provide greater assistance to
American small business by supplying procurement information and
expediting such matters as the issuance of import licenses and adjust-
ment of complaints, ECA called a conference of the Small Business
Officers of each mission early in July at Paris, during which the duties
and responsibilities of these officers and all phases of the program were
discussed. Thus, the groundwork in Western Kurope was laid for the
increased assistance to American small business that was to follow
during the quarter.

Trans-Atlantic Licensing Program.—To encourage and permit in-
creased participation of American private enterprise in European
industry, the Congress broadened Government protection to such in-
vestments in Europe, through the Foreign Economic Assistance Act
of 1950. Under the new legislation, American businessmen who
license manufacturers in Marshall Plan countries to use their industrial

“techniques, patents or processes can obtain guaranties of convertibility
into dollars of foreign currency earnings from such licenses.

In order to assist American small enterprises to participate in this
activity, ECA undertook a new trans-Atlantic licensing program.
The program is designed to help such firms market their products
abroad by licensing their patents, processes or techniques in Western
Europe.

“Contact clearing houses” were established in Washington and
Paris, to bring together American and Western European companies
interested in exploring possible licensing arrangements. Registration
forms were distributed to American firms to enable them to designate
the types of intangible investments they desired to make. The
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completed forms were transmitted to the Office of the Special Repre-
sentative in Paris for dispersal to European firms interested in
obtaining licenses to manufacture American products in their
countries.

Pamphlets were being prepared, both for American and European
distribution, describing the licensing program in detail, the profit
opportunities presented by it, the function and operation of the
licensing service and the steps to be taken by interested companies.

The licensing program was designed solely to effect a contact
between interested American and KEuropean companies. Actual
negotiations will be carried out privately by the firms involved.
Applications for the guaranty of convertibility will be made to the
Industrial Guaranties Branch of ECA’s Industry Division before
licensing arrangements are concluded. Guaranties will be issued only
when ECA and the country in question agree that the project will
further the purposes of the overall program.

European Field Counseling Service—ECA arranged during the third
quarter for a Field Counseling Service in Western Europe to assist
American firms interested in the licensing program. The European
Field Counselors, recruited from business service organizations similar
to those in the United States, will locate European businesses in their
areas most likely to be interested in the specific licensing proposals
made by American firms. This service, in addition to helping Ameri-
can manufacturers will also assist local manufacturers to increase
industrial productivity.

The European counselors will also collect proposals from manu-
facturers in their areas seeking to be licensed by American industry.
These will be transmitted through the clearing house at Paris to
Washington and to the field counselors in the United States, who will
attempt to put them in touch with interested American firms. It is
believed that this two-way flow of licensing proposals will stimulate
a greater movement of American techniques, patents and processes to
Western Europe.

Considerable progress was made during the third quarter in selecting
representatives to serve as field counselors in the participating
countries. Others are under consideration for selection. When the
quarter ended, field counseling services were available or were in the
process of being established in Austria, Belgium, Denmark, France,
Germany, Greece, Ireland, Italy, the Netherlands, Norway, Portugal.
Sweden and the United Kingdom.

Trade Information.—The volume of advance procurement infor-
mation from Western Europe to the United States increased during
the quarter. Small business officers in the missions were forwarding
procurement data based on import licenses applied for or issued by
the respective European governments. This trade information was
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disseminated through field counselors in the United States, the field
offices of the Department of Commerce, and direct to more than
6,000 small suppliers on the ECA mailing list.

Seventy-six Small Business Circulars, carrying advance information
on specific commodities sought by ECA countries, were released
during the quarter. A new series, a Memo for Small Business, was
started on July 14. Each issue contains considerable background
and other information designed to be of assistance to small enter-
prises. Nine Memos were issued by the end of the quarter.

A revision of the mailing list maintained by ECA was undertaken
in order to make the information issued more useful to recipients.
Addressees were asked to indicate their special interest in one or more
of five commodity categories: (1) food, feed and fertilizer; (2) fuel;
(3) raw materials and semifinished products; (4) machinery and
vehicles; and (5) miscellaneous and unclassified products (tobacco,
rubber products, etc.). The new mailing list will provide recipients
with only such Small Business Circulars as relate specifically to
products in which they are interested.

Directory of United States Companies—The English edition of the
Directory of United States Companies, compiled pursuant to sec-
tion 112 (i) of the Foreign Assistance Act of 1948, as amended, listing
the names of 15,000 small suppliers—manufacturers and agents, was
published during the quarter for overseas distribution. The Directory
has been widely publicized in European newspapers and trade maga-
zines, with the result that the ECA missions have received many
requests for copies. More than 15,000 copies will be distributed in the
United Kingdom alone—to importers, manufacturers, retail stores,
banks, government departments and service organizations. . The Direc-
tory has also been received enthusiastically in France, the Netherlands
and Austria. Meeting a long-felt need, this volume will bring to the
attention of European importers a host of less well-known but never-
theless dependable American suppliers, offering a wide variety of
ooods and services. French, German and Italian editions of the
Directory are being printed.

Trade Manuals.—Trade Manuals, containing practical informa-
tion for small businessmen interested in entering foreign markets,
were completed by the Italian, Greek, French and Belgian small
business offices. In all other missions, drafts were being prepared
and edited for early submission to printers. These manuals are
devised to give the small businessman a clear idea of trade opportu-
nities and practices in the participating countries, and to enable him
to arrive at informed conclusions before entering into negotiations
with an individual company. Printing costs are being paid with
counterpart funds.

Directories of Importers—Directories of importers purchasing from
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the United States were completed for nine participating countries.
In some instances, these lists of importers were published in a single
volume with the trade manuals. Directories for the remaining
countries were nearing completion. The directories, arranged alpha-
betically or by the ECA commodity code classification, give the
names and addresses of importers and manufacturers, or manu-
facturers’ representatives, who are actual or potential traders with
the United States.

Investment Manuals.—Two investment manuals, describing invest-
ment conditions in Italy and Scotland, were distributed in the United
States. Similar booklets are being prepared for France, Ireland, the
Netherlands, Austria, Belgium, and several other countries.

Small Business Clinics.—During the quarter, representatives of the
Office of Small Business participated in small business clinics in the
United, States,*in" cooperation with the Departments of Defense and
Commerce, the General Services Administration and the Reconstruc-
tion Finance Corporation. These meetings, some sponsored by the
Senate Select Committee on Small Business, and others by individual
Senators, Congressmen or private groups, were held to acquaint
small business with ECA-financed export opportunities and with
government procurement and financing programs of other Federal
agencies.

Payments to Small Business

Results of the third two-month study of ECA payments, for May—
June, 1950, indicate that small business is receiving a consistently
favorable share of Marshall Plan procurement. Of the $422.5 million
in ECA payments during these two months for shipments from the
United States, $107.1 million, or 25 percent, went to manufacturers;
the remaining 75 percent went to agents, brokers and others.

Small companies—those with less than 500 employees—secured 20
percent of direct payments to manufacturers in May-June, 1950,
about the same proportion as in May-June, 1949, and only slightly
less than in November—December, 1949.

The three studies of ECA payments indicate that out of a total of
$1.2 billion in ECA payments, $325 million (or 26 percent) went to
manufacturers, $889 million (or 72 percent) to nonmanufacturers, and
$31 million (2 percent) to firms not classified.

Small business obtained $65 million or exactly 20 percent of all
payments to manufacturers. Payments to manufacturers by size of
firm for the six months studied, May—June and November-December,
1949, and May-June, 1950, were as follows:




Total (millions | Percent of
of dollars) total

Size of firm

325 100

65

14
1
41

500 and over 260

200=0992=" 29 0
1,000-9,999 104 32
10,000 and over 127 39

NorE.—Totals shown are sums of unrounded figures, hence may vary slightly from totals of rounded
amounts.

It should be pointed out that small business obtains a sizeable
amount of ECA-financed business indirectly—through sales made by
agents and other exporters, or through subcontracts from larger
firms. The manufacturing companies included in the small business
category—as defined in the study—were essentially those which sell
abroad directly rather than through a broker. Since most small

firms handle their export sales through brokers or agents, which were
excluded from the “small business” category for the purposes of the
study, ECA payments going to small firms have been substantially
higher than the above figures suggest.

Many small companies are participating in Marshall Plan pro-
curement through subcontracting—often without knowing it. A
study was made of three large prime contracts involving $6.6 million
of ECA-financed industrial projects. The projects included (1) a
manufacturer of steel mill processing equipment; (2) a manufacturer
of boilers and boiler room equipment for thermal electric plants; and
(3) a manafacturer of steam engines for electric generating plants.

In addition to the three large prime contractors, 216 small first-tier
subcontractors obtained $1.4 million worth of business, a little over
20 percent of the prime contracts.

Besides the first-tier subcontractors there were many second-tier
subcontractors—300 on a single $3 million prime contract. Data
were not available on the extent to which firms in the latter group
were small or large enterprises.
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USE OF AMERICAN-FLAG VESSELS

Over 52 percent of all ECA-financed commodities reported shipped
from the United States were moved in American-flag vessels in the
18 months ended September 30, 1950. During this period—which
covers operations under the amended shipping provisions of the
Economic Cooperation Act—the 50-percent American-flag tonnage
requirement  was also met separately for each of the three cargo
categories. Fifty-two percent of both dry bulk and liner cargoes and
nearly ‘54 percent of the relatively small volume of tanker shipments
were transported by American-flag vessels.

Sufficient statistical data were not available to evaluate perform—
ance of the participating countries for the quarter ended September
30, 1950. It was apparent, however, that there were severe dislo-
cations in the movement of cargoes from mid-July to almost the end
of August due to the chartering by the Department of Defense of a
substantial number of American-flag vessels and even some foreign
flag vessels.

Inbound cargoes—strategic materials purchased with ECA
5-percent counterpart funds for stockpiling needs—more than met
the 50-percent American-flag requirement of the amended ECA Act.
During the 18 months ended September 30, 1950, 69 percent of the
inbound bulk cargoes and 65 percent of the inbound liner cargoes,
purchased under contracts made after April 2, 1949, arrived on
American-flag vessels. There were no tanker shipments of strategic
materials to the United States during the period.

COMMODITIES CONTROLLED BY STATUTE

Participating country requests for commodities declared surplus
to domestic needs by the Secretary of Agriculture were, in nearly all
instances, filled from United States sources. Government stocks,
accumulated under price support programs, are utilized at the dis-
cretion of the Secretary of Agriculture. Through September 30,
about $120 million worth of peanuts, flaxseed, and other items (see
table following) have been authorized for purchase from Government
stocks. Procurement of surplus commodities from commercial sources
amounted to $2.9 billion.

In order to encourage the consumption of surplus agricultural
commodities by the participating countries, the Secretary of Agricul-
ture is authorized to pay up to half the market or cost price, whichever
is lower from funds available under section 32 of Public Law 320,
Seventy-fourth Congress. Late in 1949, utilization of these funds
was restricted by the Congress to cover mostly perishable com-
modities. Through September 30, 1950, $58.7 million had been
expended under this program for such items as fruits, eggs, peanuts,
flaxseed, wheat and tobacco.
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AUTHORIZED PROCUREMENT OF SURPLUS AcricULTURAL CommopiTies Frowm
Uxirep STATES GOVERNMENT STOCKS AND DoMESTIC COMMERCIAL STOCKS
ApriL 3, 1948-SeprEMBER 30, 1950 !

Procurement from
‘ : Procurement from
commercial g%gkcs}m ernment Government stocks

Commodity
Approximate Approximate
(ﬂquantitly ¢ (XXi?]lil(l)(:’lS (ﬂquanti(tiy )
rousands o : housands o
metric tons) of dollars) | “etric tons)

Value
(millions
of dollars)

oo
=
St
=
o

Totaloe

ot

IBe R A et S el s e e e =
Flaxseed
QOilcake and meal

= = D) O 09
MWwo oo
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©t

Dried eggs
Gum rosin
Raisins

Dried beans and peas
Gum turpentine
Non-fat milk solids

»

Wood turpentine
Tung oil

Hemp fiber
Lecithin

Mohair

Flax fiber

Sk
8.
i
7.
7.
6.
6.
6.
3.
3.
2.
ik
il

®
@

= N Ot ~3 ~J 0

1 Includes procurement authorizations for GARIOA and MDAP.
2 Less than 500 metric tons.







Far Eastern Aid Programs







CHAPTER IV

Far Eastern Aid Programs

THE ECA ROLE IN KOREA

HE attack on the Republic of Korea by the forces of North Korea
on June 25, 1950, brought to a climax thelong record of Communist
opposition to efforts of the United States and the United Nations to
assist in establishing a single, freely elected government for all Korea.
Within fifteen hours of the receipt of the news of the North Korean
assault on the Republic of Korea, the United States representative in
the United Nations Security Council proposed a ‘‘cease-fire’” resolu-
tion to an emergency meeting of the Security Council. The resolution
was passed by a vote of 9 to 0, with the Soviet Union representative
boycotting the meeting and the Yugoslav delegate abstaining. Fur-
ther, on June 27 the Council passed a resolution, calling upon members
of the United Nations to give their help to the Republic of Korea.
Only the Soviet Union and five of its satellites failed to support this
resolution. By the end of September, over 30 member nations had
made available specific assistance, including ground 'troops, air and
naval support, hospital and merchant ships, field medical units,
strategic materials and food supplies.

ECA assistance was fitted into the larger military requirements
picture and was coordinated with the overall strategy and logistics of
the Unified Command. Geared primarily to assist in maintaining and
aiding the civilian economy, ECA aid took the following forms:

Procurement of commodities needed to maintain the ciwvilian economy.—
The ECA Korean Mission procured, through the Federal Supply
Service in Tokyo, commodities needed in the Korean civilian economy
which were available in the Far East, and ECA in Washington,
through the Federal Supply Service, purchased goods required from
the United States.

As of June 30, total ECA procurement authorizations for Korea
since the start of the aid program reached $109 million; paid ship-
ments totaled $60 million. By September 30, procurement authoriza-
tions had risen to $129 million and payments to $64 million. Some
foods were purchased, but the primary emphasis was on coal and crit-
ical industrial materials for use in the rehabilitation of docks, ware-
houses, electric power installations and industrial projects.
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PROCUREMENT AUTHORIZATIONS AND PAID SHIPMENTS FOR KOREA

JANUARY 1, 1949-SeprEMBER 30, 1950
[Thousands of dollars]

Procurement Paid
authorizations |shipments!

Commodity group
Grand total 129, 343 64, 317

Food and agricultural commodities 50, 713 37, 881
Industrial commodities 54, 106
Uneclassified commodities and services 10, 000
Technical services A 3, 750
Ocean freight . 10, 774

Commodaity detail

Food, feed and fertilizer 33, 679

25, 347
4, 671
2, 082
1, 360

220

19, 587

Coal and related fuels 10, 640
Petroleum and products 8, 947

Raw materials and semifinished products 34, 791

Raw cotton except linters 16, 255
Iron and steel mill materials and products, including

ferro-alloys 4, 894
Nonmetallic minerals 3, 554
3, 016
Chemicals and related products 2, 923
Fabricated basic textiles 2, 676
Vegetable fibers, manila or abaca 568
Pulp and paper 531
Nonferrous metals and products 356
Miscellaneous fiber products 18

Machinery and vehicles 16, 096

Machinery and equipment 8,713
Vehicles and parts 7, 383

Miscellaneous and unclassified 668

Miscellaneous industrial commodities 457
Miscellaneous inedible vegetable products 211

1 ECA expenditures supplemented by movement reports from U. S. Government agencies; total paid
shipments are less than actual movements because of the lag in receipt of shipping documents.
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Use of Technical Experts.—Working out of the ECA office estab-
lished in Tokyo, technical experts aided the Korean Government in
meeting problems of transportation, electric power, communications,
finances, food and general supplies for the civilian population. Thus,
agricultural experts devoted their attention to the problem of feeding
civilians in the area held by the United Nations forces. Supply and
transportation specialists rearranged shipping schedules and aided in
the distribution of necessary civilian goods. Other United States
technicians helped to supply electric power and maintain communica-
tion facilities.

American contractors who were working on projects for economic
development prior to the Communist invasion were transferred wher-
ever possible to the Armed Forces to perform specialized work in
connection with ship repairs, airport operations and training measures.
Other Americans whose work could not be utilized by the military
were returned to the United States.

Thus, of the 160 Americans from contracting firms who were
with the ECA program in Korea when hostilities started, approxi-
mately 120 were reassigned to military operations or other ECA work
directly related to the Far East crisis. For example, engineers super-
vised the reconditioning and repair of the power ship Jacona, in
order that its 20,000 kilowatts could continue to be utilized. Other
groups performed such functions as helping the Army in operating
airports in Japan and supervising the repair and rehabilitation of
South Korean ships. Particular efforts were directed toward main-

taining production in the Pusan district at the highest possible level
during the emergency period.

The economic effects of the ECA program in South Korea since
1949 had brought agricultural production above prewar levels and had
resulted in an increase in industrial production of 50 percent in one
year. Furthermore, output was still rising. New machinery was
being manufactured for the tungsten mines, deeper seams of coal had
been located and the coal development program was about to get
under way. Problems of management had been solved in the ship
repair yards. A.peat production program was in progress. Three
railways were being built in the mineral and industrial areas of the
east coast, a large dam for increasing hydroelectric production was
nearing completion and numerous other projects were in the process
of development.

On September 29, pending adoption of the United Nations program
for Korea, President Truman in a letter to the ECA Administrator,
defined the functions of ECA in the immediate future.s Under the
President’s directive, ECA responsibilities, under appropriate arrange-




ments with the Government of the Republic of Korea and the United
Nations Command, were to be as follows:

a. The provision of equipment, supplies, and advisory aid
required to maximize the output of Korean agricultural and fisheries
resources, and of essential civilian industrial production facilities
which are not directly utilized by the United Nations Command
for predominantly military purposes.

b. Fiscal advisory assistance to combat the threat of inflation
and to help the Republic of Korea to develop appropriate controls
in these fields.

c. The continued development and execution of programs for
the training of personnel in the administration and operation of
economic agencies and enterprises.

d. The development of requirements and suggested plans for
the-postwar rehabilitation of public utilities, mines, harbors, and
other facilities important to the economy of the Republic of Korea.
Such suggested plans should be prepared for submission to what-
ever agency or agencies may be established to deal with postwar
rehabilitation and reconstruction problems.

e. The development and analysis of information regarding eco-
nomic problems in the Republic of Korea which will contribute
to timely action in respect to these problems by the appropriate
agencies.

f. Upon the request of the United Nations Command, provide
assistance in arranging with local authorities in Korea for the
proper distribution and issue of supplies in order to prevent
conditions of disease and unrest and render advisory assistance in
the procurement of supplies for such purposes.

The President relieved ECA of all responsibilities for financing
commodities needed for direct civilian relief assistance. The United
States share of such needs, the President directed, would be channeled
through the United Nations Command by the Department of Defense.

GENERAL AREA OF CHINA

Under Title IV of the Foreign Assistance Act of 1948, the Con-
gress authorized economic aid to China, and $275 million was
appropriated later for this purpose. As a consequence of the Com-
munist conquest of most of the China mainland during the year 194849,
only a portion of these funds was spent. Subsequent legislation of the
Eighty-first Congress authorized the obligation of remaining China
Aid funds through June 30, 1950. Not all of these funds was obligated
during that period, however, and the balance was authorized for use
in the “general area of China’ by the Foreign Economic Assistance
Act of 1950. This provision has formed the basis for ECA aid pro-
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grams to assist six Southeast Asian countries—the three Indochinese
States (Vietnam, Laos and Cambodia), Indonesia, Burma and Thai-
land—as well as Formosa, which is the only important territory re-
maining fully in the hands of the Nationalist Government of China.

Thus, as of June 30, 1950, about $84 million was available to ECA
for economic assistance to Formosa and other areas in Southeast Asia.

This Act specifies that so long as the President deems it practicable,
not less than $40 million of available funds shall be spent in non-
Communist China (including Formosa); that in the event of natural
calamity not more than $8 million of available funds shall be spent
for relief in China, under appropriate safeguards, through the American
Red Cross or other voluntary relief agencies; and that $6 million shall
be allocated to the Secretary of State for the support of Chinese
students and teachers in the United States. The remainder is for
economic assistance designed to accomplish the general purposes of the
Act “in the general area of China’’, a phrase which, as a consequence
of Congressional intent and current realities and needs, is construed
to include Southeast Asia.

During the first quarter of the fiscal year, beginning July 1, 1950,
$13.6 million of appropriated funds were committed for ECA assistance
to Formosa and $2.2 million for ECA assistance to Southeast Asian
countries, leaving a balance of approximately $68 million for use
during the remaining three quarters of 1950-51.

ECA assistance to Formosa is designed to help the island sustain
the heavy economic burdens placed upon it, to correct the economic
maladjustments caused by the migration of approximately a million
refugees from the Chinese mainland, and to help Formosa achieve
economic self-sufficiency through increased production of food and
export commodities.

Prior to the attack on South Korea by the North Korean army,
ECA assistance to Formosa concentrated on immediate, short-term
aid, due to the impending threat of Chinese Communist invasion.
Developments during the quarter rendered the position of the island
less immediately precarious, and ECA funds were consequently de-
voted to some longer-term projects of economic rehabilitation and
development.

The ECA assistance program for Southeast Asia was developed as a
result of the State Department mission, headed by Mr. R. Allen
Griffin, which in the spring of 1950 surveyed the needs of several South-
east Asia countries and submitted reports indicating the kinds and
approximate amounts of economic assistance needed.

The aims of economic assistance to Southeast Asia as proposed
by the Griffin Mission are to reinforce the non-Communist national
governments in that region by quickly strengthening and expanding
the economic life of the area, improve the conditions under which
its people live, and demonstrate concretely the genuine interest of
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the United States in the welfare of the people of Southeast Asia.
Accomplishment of these aims is highly complicated and difficult
because of the disruption caused by World War II, dislocations re-
sulting from the transition from colonial status to independence,
and disorganization of production and essential services caused by
active rebellions and internal subversion.

Throughout Southeast Asia there is a pervasive need for improve-
ment of agriculture and economic conditions—reduction of rents,
redistribution of land, extension of agricultural credits at reasonable
rates and betterment of agricultural methods. The peoples of Asia
desperately need increased services in the fields of health, agriculture,
education, transport and communications. Throughout Asia there
is great economic waste, suffering and death as a consequence of lack
of facilities for controlling communicable diseases. Food supplies
could be substantially increased by the introduction of improved
modern devices and methods. The governments of Asia must be in
a position to provide these requisites and it will be difficult for them
to do so unless they receive help in the training of administrators and
technicians, and in the supply of some very necessary equipment and
materials.

Asia needs economic development—capital and skills for the build-
ing of transport systems, the irrigation of land, the creation of light
industries, and occasionally for heavier industries where resources,
skills and markets justify them.

In line with these needs, the ECA programs proposed for South-
east Asia are focused primarily on the provision of technical assistance
and material aid to essential services and in the development of
agricultural and industrial output for local consumption and for
export. These activities are to be carried on in a manner calculated
to demonstrate that the national governments are able to bring bene-
fits to their people and thereby to strengthen those governments’
political support. The aid programs are, therefore, to be accom-
panied by information programs that will publicize widely the extent
and character of the benefits being brought to the people by their
governments.

The Southeast Asia programs differ markedly from the programs
in Europe. Assistance is largely on an individual country basis in
contrast to the mutual aid emphasis in the European program. In
Southeast Asia the principal obstacles to economic development are
shortages of internal revenue, a dearth of trained and experienced
technical and administrative personnel and scant supplies of basic
tools and equipment. :

Following the Griffin Mission’s survey and recommendations, the
responsibility for furnishing and administering assistance from the
United States to Southeast Asia was assigned to ECA. During the
quarter under review, ECA proceeded to organize Special Technical

80




and Economic Missions (STEMS) in the Indochinese States, Indo-
nesia, Burma and Thailand, and to negotiate bilateral agreements
with these countries as the basis for assistance programs. Detailed
planning has progressed along with organization, and the extension
of aid to approved projects began during the quarter.

SouTHEAST AsiA A1D PROGRAMS—AUTHORIZATIONS IssuED, JuLy 1, 1950, THROUGH
SepTEMBER 30, 1950
[Thousands of dollars]

Indochinese

All Formosa States Indonesia | Thailand

countries

15,808 | 13, 615 161

Commodities 12,104 | 11, 585 517

Agricultural 7, 386 7, 249 135
Industrial 4,718 | 4,336 382

Imdustrial’projectstin B T L 1 1, 168 91
Public health 283 153
2, 253 400

t For a 6-month period beginning July 1. To be subauthorized as needed.

NortE.—Bilateral agreements with the Southeast Asian countries were signed as follows: Burma, Sep-
tember 13, 1950; Thailand, September 18, 1950; Indonesia, October 16, 1950; letters of intent received from
each of the Indochinese States pending the execution of bilateral agreements. (Aid to Formosa was based
upon the July 3, 1948 agreement with the Republic of China.)

Formosa

The Nationalist Government of China faces a serious problem in
raising the revenue required to maintain its military establishment
and to support civil functions in Formosa. Local currency costs for
both budgets must be met from the resources of the island which has
a “normal” population of only 6.5 million persons, now swelled to
almost 8§ million by the influx of soldiers, their dependents and
500,000 refugees from the mainland. ECA is concerned with
economic problems created by the diversion to military uses of local
funds which otherwise would be available for improvements in the
civil economy.

The short-term objective of ECA aid to Formosa is to offset the
foreign exchange deficit and assist in maintaining the highest possible
levels of agricultural and industrial production. The chief long-run
objectives are the building of a self-supporting economy and increasing
the living standards of the people of Formosa. Currently, aid to
Formosa is of three types: providing commodities required to keep
industries operating and to meet the needs of civilian consumption;
supplying technical and material assistance for the maintenance and
rehabilitation of Formosan industries; and, supporting a program for
the betterment of the rural economy.
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The commodity program is intended to finance imports, from hard
currency areas, which otherwise could not be purchased owing to the
limited foreign exchange resources available to the Chinese. The
commodities being imported consist largely of industrial raw materials,
tentatively programmed at approximately $30 million for the fiscal
year.

The second type of assistance, programmed for approximately $10
million, is directed toward the improvement of power generating and
transmission systems, railway transportation, telecommunications,
highways, and fertilizer manufacturing facilities. Increasing empha-
sis is being placed on this type of long-range industrial program to
enable [ Formosa},to become]economically 'self-supporting within five
years. An American engineering consulting firm is working in For-
mosa under a contract financed by the ECA.

The third type of aid is being guided by the Joint Commission on
Rural Reconstruction (JCRR), established in accordance with Public
Law 472 of the Eightieth Congress. The Commission, comprising
American and Chinese members, is engaged in the administration of
approximately 140 projects for improvement of the agricultural econ-
omy and the betterment of living conditions of the rural populace.
These projects are being financed largely from local currency funds
derived from the sales proceeds of ECA-financed imports.

Working in close conjunction with the ECA Mission to China is the
Chinese Government cabinet-level agency known as the Council for
United States Aid (CUSA). The head offices of both CUSA and the
ECA Mission are located in Taipeh, the seat of the Provincial and
Nationalist Governments. Meeting in frequent session, CUSA and
the ECA Mission are represented on the Taiwan Joint Committee for
United States Aid. In this way, economic programs are jointly de-
veloped in order to achieve maximum benefits from Chinese self-help
measures combined with ECA assistance.

ECA efforts ir Formosa, undertaken in conjunction with numerous
self-help measures initiated and sponsored by the Chinese, have re-
sulted in notable progress in improving transportation facilities and
in aiding industry. For example, in the case of the railways, freight
tonnage has increased to 18,690 tons per day during 1950 in contrast
with 6,400 tons per day in 1946. With this improvement, it is only
4,710 tons below the peak load prior to the war. In the development
of electric power output, the Chinese Government has expended $3.8
million from its own foreign exchange resources and has now repaid
an additional commercial loan of $2 million, in order to improve power
output. As a result, the peak power load increased to about 160,000
kilowatts, a level higher than the prewar maximum during the Japan-
ese occupation. Assisting this Chinese effort, ECA is financing fur-
ther improvements of the generating and transmission facilities in
Formosa at a cost of $3.7 million. The Chinese, working in conjunc-
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tion with American engineers and the ECA, have also improved the
administration lof |the two major seaports, Ixcelung and Kaohsiung.
This has resulted in a substantial reduction of the turn-around time
for vessels.

In rice production, an all-time peak was expected this year amount-
ing to 1.4 million metric tons, as compared with the 1945 yield of
only 600,000 metric tons, or the 1947 yield of one million metric tons.
This record is possible in part as the result of increased application of
ECA-financed chemical fertilizers and in part of favorable climatic
conditions.

In sugar production, emphasis has been placed on the devélopment
of underground water resources. This project involves an expendi-
ture equivalent to $2.5 million from the Chinese foreign exchange
reserves. The bulk of this amount has been committed to finance
engineering and drilling equipment. Through these efforts, it is
hoped that sugar production can exceed the 610,000 metric ton figure
achieved in 1949-1950.

The accompanying table summarizes the commodity aid authorized
to be financed for Formosa since the inception of the ECA program,
and the actual arrivals and disposition of such commodities.

ECA ComMmODITIES AUTHORIZED, ARRIVED, DISTRIBUTED, AND ON HAND IN
FormosA As or SEPTEMBER 30, 1950
[Value in thousands of United States dollars]

Dis-

Commodity Authorized| Arrived 1 tributed 1 | On hand !

240, 606 | 28, 223 | 28, 040

15,071 | 13,684 | 13, 684
48, 361 8, 361 8, 361
4 3, 625 2,491
3,210
Railway equipment 2, 551
Small industries rehabilitation 2, 126
Lumber 2, 000
1, 339
971
320
300
240
492

1 Estimated.
2 $37,110,000 in appropriated funds; $3,495,000 from foreign exchange sales proceeds.
3 Does not include products manufactured from commodities distributed, such as yarn and cloth,
4 Revised.
In order to assure a continued increase in production, and to permit
Formosa to become largely self-supporting, ECA is financing an

industrial rehabilitation program estimated to require financing up
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to $10 million from fiscal year 1951 funds. Aside from the $3.7
million power program, ECA is providing $1.8 million for railways.
This fund is being used to purchase cross ties, steel rails, locomotive
and car repair materials, rolling stock and telecommunications equip-
ment. Similarly, equipment for improved bus and truck transporta-
tion. and highway improvement has been financed at a total cost of
approximately $4 million. Since the production of chemical fertilizer
is of vital importance to the sugar and rice yields of Formosa, one mil-
lion dollars was programmed for the expansion of an ammonium sul-
phate plant already in operation at Kaohsiung. The expansion of
this plant will result in an additional 21,400 metric tons of material
per year, bringing the total estimated capacity for chemical fertilizer
up to approximately 148,000 tons, assuming the completion of the
construction now under way.

During the quarter ended September 30, funds totaling $14.4 million
were committed for purchases of commodities for shipment to For-
mosa, financed principally from appropriated funds, and partially
from foreign exchange funds derived from the sale of ECA-financed
commodities removed from Shanghai before the Communist takeover.
In addition to equipment and parts for the rehabilitation and mainte-
nance of the island’s power, railway, hichway and telecommunications
facilities, authorizations covered food and raw materials. These
commodities included wheat and flour for food; tallow and copra for
soap manufacture; raw cotton for the production of yarn and cloth in
Formosan mills; petroleum for processing into products for domestic
requirements at the Kaohsiung refinery; soya beans for oils and animal
feed cakes; fertilizer to increase the rice crop; and gypsum, sulphur,
cow hides, and phosphate rock.

In conjunction with the ECA-sponsored commodity and industrial
rehabilitation programs, ECA is financing technical assistance in the
form of engineering consulting services. The recommendations of a
group of consulting engineers are being carried out in connection with
industrial rehabilitation and the allocation of industrial raw materials
imported with ECA help.

Joint Commission on Rural Reconstruction.—During the quarter,
the Joint Commission on Rural Reconstruction (JCRR) reviewed the
administration of its program in Formosa with the purpose of devising
a more effective approach to some of the island’s outstanding rural
problems. Among these are excessive interest rates, an inadequate
taxation system, inequitable return to farmers for their production,
and weaknesses in local farmers’ cooperative associations. At the con-
clusion of the quarter, the review by JCRR, although substantially
completed, had not reached the stage where specific program changes
could be initiated.

The equivalent of $270,000 (mostly in local currency) was obligated
by JCRR during the quarter, for expenditure in such projects as im-
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. L /
An experimental farm at Taipeh, Formosa, fi

mission on Rural Reconstruction. Rice is planted in “bins” containing

controlled mixtures of soil and fertilizers.

proved production and marketing of crops, manufacture and distribu-
tion of vaccine for the control of animal diseases, consolidation of
current accomplishments in land rent reduction, and encouragement
of a program for limiting the size of land holdings. Expenditures
during the quarter were equivalent to $333,000 including payments on
obligations of the current and prior quarters. Cumulatively, as of
September 30, obligations amounted to $2.3 million and payments
totaled $1.8 million, as shown in the following table:

JCRR ProGrAM IN FORMOsA THROUGH SEPTEMBER 30, 1950
[Thousands of dollars and dollar equivalents]

Projects Obligations Payments

2, 274 1, 799

925 773
581 407
Irrigation 223 134
Farmers’ organizations 5 196 175
Animal industry L 126 91
Land tenure reform ; 121 119
Audio-visual education 80 80
Fertilizer distribution 22 20

1 Includes projects for seed multiplication and distritution, rehabilitation of farm equipment and contro!
of crop pests.
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Indochinese States

The Indochinese States—Vietnam, Cambodia and Laos—are going
through a critical period in their transition to self-rule. Despite the
existence of potentially workable economies, economic and technical
assistance are required for government services and industry if these
states are to survive. Meanwhile, the three governments are
dependent upon financial assistance from the French to meet large
government deficits and to provide foreign exchange for necessary
imports.

Their present condition has a variety of origins, the most important
being (1) deterioration of equipment and looting during the Japanese
occupation; (2) in Vietnam (the largest State), civil war led by the
Communist leader, Ho Chi-minh, which has caused widespread dis-
ruption of agriculture, communications and industry; and (3) the
transition of the three areas from colonial dependencies of France
to independent status within the French Union.

Before this transition can be completed, local personnel must be
trained to assume the manifold tasks of government administration
heretofore performed almost exclusively by the French. Approxi-
mately 150,000 French and French colonial troops have been engaged
in resisting the efforts of the Viet Minh movement to usurp power.

In May 1950, a United States Special Technical and Economic
Mission to the three States was opened in Saigon. Key personnel
and secretarial and clerical assistance followed later to staff the
mission. With an allocation by the President of $750,000 from an
emergency fund, the ECA program got under way. Since then,
additional funds have been earmarked by ECA from the new appro-
priation for use in the three States during the current fiscal year.

Activities during the quarter ended September 30 consisted for the
most part of developing plans for the most efficient and speedy use of
American assistance and of placing orders for initial shipments of
supplies and equipment.

Plans for assistance recommended by the mission concern five
important areas: agriculture, industry, public health, information
and emergency relief.

Owing to the unsettled political conditions in Vietnam, ECA has
not yet been able to develop as extensive an agricultural program as
the situation would normally require. A shipment of vegetable seeds
for experimental purposes was dispatched, and material was being
procured for agricultural and forestry schools. In addition, ECA
ordered pumps for an irrigation project.

Industrial projects, under various stages of development, covered a
wide variety of items. Preliminary emphasis was given to the re-
habilitation and improvement of transportation, particularly highway
and water transportation. Substantial quantities of road repair
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materials and equipment were ordered including asphalt, scrapers
and bulldozers. Specifications were being developed for additions to
the fleet of tugs, barges and small vessels plying inland waterways.
ECA was engaged in procuring mobile cranes, to assist the handling
of cargo in the river ports, and portable electric power units, to provide
stand-by replacement power where needed. Long-range projects such
as the rehabilitation of the coal mines and cement works, and creation
of new facilities, such as fertilizer plants, must await more settled
security conditions to warrant the investment of the relatively large
sums required.

The three Indochinese States have public health problems common
to most Southeast Asian countries. These include a very high
incidence of malaria, venereal disease, yaws, trachoma and tuber-
culosis, high maternal and infant mortality rates, and woefully
inadequate hospital facilities. ECA public health projects contem-
plate action to attack all of these problems. Operations began during
the quarter to control malaria in north and south Vietnam. Houses
and buildings were sprayed with DDT and malarial patients received
aralen tablets. Primary emphasis in general sanitation was placed
on improving rural drinking water supplies. Well-drilling equipment
and pumps were ordered to enable the drilling of some 500 demonstra-
tion wells to furnish safe drinking water to villages. Continuing
emphasis will be placed on this important project. A broad program
for hospital re-equipment to be financed by ECA was well under way.
Equipment has been ordered in the United States and France to
modernize 28 existing hospitals in the three States. In addition,
ECA plans to furnish four prefabricated hospitals with complete
equipment for areas in Vietnam having no hospital facilities.

ECA is also procuring equipment for the information services
of the Governments of the three States. Requests approved by ECA
call for mobile sound and movie trucks and several hundred radio
receiving sets with loud speakers for dissemination of information
and educational programs in outlying towns and villages.

The civil war raging in Vietnam has created a distressing refugee
and relief problem, particularly in the Hanoi and Saigon-Cholon
areas. To meet this problem, ECA planned procurement of large
quantities of blankets, cloth, needles, thread, condensed and dried
milk and corned beef. These will be distributed without charge
to needy persons.

By the close of the quarter, all of the emergency allocation of
$750,000 had been expended or earmarked for supplies and expenses
in connection with the public health program in the three States.
In addition, procurement authorizations aggregating $1.2 million
had been issued against the additional ECA funds allotted to the
Indochinese States. These authorizations and expenditures covered
a wide range of materials, including medical supplies—penicillin,
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aralen, aureomycin, DDT and sprayers for malaria control—motor
vehicles for the health teams, asphalt for road repair, pumps for
water supplies and hospital equipment.

Negotiations were initiated for the conclusion of bilateral agreements
with the three Indochinese States. Completion of these negotiations
was delayed because of the absence of key officials of the three States
to attend the conference in Pau, France, dealing with future relations
between the Indochinese States and France.

It is tentatively estimated that the total program of ECA economic
assistance to the three Indochinese States during the fiscal year
1950-51 will be somewhat over $21 million.

Indonesia

A country of substantial natural resources and strategically im-
portant products, Indonesia achieved its independence from the
Netherlands on December 27, 1949, and on August 17, 1950 was
changed from a federated state (The Republic of the United States of
Indonesia) to a unitary state (The Republic of Indonesia) with a new
republican government. On September 28, 1950, by unanimous agree-
ment of all the member countries, Indonesia became the sixtieth
member of the United Nations.

Indonesia requires a considerable amount of foreign assistance to
transform its hitherto colonial economy into that of a self-supporting
and independent nation. The country is in great need of rehabilitation
as a result of World War II occupation by the Japanese, and the
subsequent struggle for independence.

The prewar economy of this area had been maintained with the aid
of Dutch technical services and administration, and, as these experts
and administrators were withdrawn, essential services for health,
agriculture, education and utilities were weakened.

The ECA program in Indonesia is based on the belief that available
funds would be most effectively spent in supplying technical services
and equipment which would benefit the maximum number of people.
Accordingly, the program emphasizes the provision of technical
assistance and equipment for improving health, agriculture, forestry
and lumbering, fisheries and training services. This involves furnish-
ing technical personnel and equipment such as small agricultural hand
tools and fishing equipment. Also included are plans for financing the
services of an American engineering firm which will aid the Indonesian
Government in preparing development projects and improving the
operation of existing industrial facilities. During the quarter under
review a substantial number of the personnel required for the ECA
Mission arrived in Indonesia and began operations, particularly in the
fields of health, agriculture and small rural industries. A-fisheries
expert, borrowed from the ECA Mission in Korea, undertook a survey
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and made recommendations for the procurement of about one million
dollars of fisheries equipment and supplies.

Under the direction-of the United States Ambassador who was also
acting chief of the ECA Mission in Indonesia, negotiations were pro-
ceding relative to the signing of a bilateral agreement between the Gov-
ernments of the United States and Indonesia. This Agreement will
establish the terms on which ECA aid is to be provided and the duties
and responsibilities of the two Governments in relation thereto.!

Negotiations were in progress between ECA, representatives of the
Indonesian Government and an American engineering firm selected
by the Indonesian Government for consultative engineering, economic
advisory and other supervisory-and procurement services with respect
to the development of the Indonesian economy. The contract, when
signed, will be financed by ECA.

Requests from the Government of Indonesia for about two million
dollars worth of small agricultural hand tools and equipment for the
rubber industry were under study by ECA when the quarter ended.
Included were such items as tin plate, aluminum sheets, hand mangles
used in rubber processing, hoes, small plows, choppers, axes, saws,
files and pumps. This was in addition to the one million dollars
worth of fisheries equipment mentioned above.

It is estimated that the total program of ECA economic assistance
to Indonesia during the fiscal year 1950-51 will amount to approxi-
mately $13 million.

Burma

Although the potentialities of a viable economy are present in
Burma, the country’s economy and government services are still
badly disrupted as a result of wartime destruction and continuing
internal rebellion by Communists and other groups. Production and
exports remain far below prewar levels, and the need for technical
assistance is acute since the departure of most key foreign tech-
nicians, advisers and administrators following Burma’s achievement
of independence.

The general outlines of a program of economic and technical
assistance to Burma by the United States were drawn up by the
Griffin Mission following a first-hand survey of the situation and dis-
cussion with officials of the Government of the Union of Burma.
The Griffin Mission recommendations, which are the basis of the
ECA program, proposed that American aid be given to assist the
Government of Burma in restoring essential services.

On September 13, 1950, a bilateral agreement (Economic Co-
operation Agreement Between the Government of the United States

1 The bilateral agreement (Economic Cooperation Agreement Between the Government of the United

States of America and the Government of the Republic of Indonesia) was signed by the representatives of the
United States and Indonesia on October 16, 1950,
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of America and the Government of the Union of Burma) was con-
cluded. The Government of Burma agreed to use its best efforts to
assure efficient and practical use of its available resources together
with assistance received to achieve financial stability and promote
economic development. It further agreed to cooperate in efforts to
reduce trade barriers and to promote domestic and international trade.
This Agreement was approved by the Burmese Parliament with only
one dissenting vote, a firm indication of the spirit of cooperation and
mutual understanding which characterized the negotiations.

Immediately after the signing of the bilateral agreement, steps were
taken to organize in Rangoon a Special Technical and Economic
Mission for Burma to carry out ECA program operations. This
STEM has now been organized with a staff including experts in
agriculture, industry, health and economic analysis, as well as ad-
ministrative personnel. In addition a port engineer has been sent
as a consultant to assist the Government of Burma in planning ways
and means of rebuilding the port of Rangoon which was badly dam-
aged during the war.

The Prime Minister of Burma appointed a group of technical
leaders to serve on the Burma Economic Aid Committee (BEAC)
which will coordinate the Government of Burma’s plans for economic
rehabilitation and development and will work with the STEM.
Within the framework of general economic policies determined by the
Government of Burma, this committee will prepare requests for
economic and technical assistance designed to promote economic
stability and development and to improve the welfare of the people.
After review by STEM and approval by ECA in Washington, action
will be taken to provide that assistance which is requested, and
approved.

As of September 30, the Government of Burma had requested the
procurement of 1,000 bales of raw cotton, 5,000 bales of cotton yarn
and small quantities of badly needed antibiotics—chloromycetin,
streptomycin and aureomycin—at a total cost of approximately $2.3
million. The raw cotton mixed with domestic cotton will enable a
large cotton weaving and spinning factory at Rangoon (erected by
American engineers) to begin production of textiles for distribution
throughout Burma.

While the antibiotics were necessary to cope with fast-spreading
diseases in Burma, the cotton and cotton yarn were essential to
aid the country’s economy. During the latter half of 1949, im-
ports of textile cloth had accounted for one-third of Burma’s total
imports in that period. The sale of ECA-financed commodities will
generate, without inflationary effect, local currency for use in financing
services and internal rehabilitation projects. This will further
strengthen Burma’s economy and democratic institutions.

As BEAC and STEM develop projects for public health, agriculture
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and industrial rehabilitation, it will be necessary for technicians and
specialists from the United States to be recruited to assist the Burmese
in making use of Western technological methods. In the field of
technical assistance, BEAC through STEM has already requested the
services of a vaccine production specialist, a pathologist and an
orthopedist; additional specialists will be requested as the Burma
Program develops.

It is estimated that between eight and ten million dollars will be
programmed by ECA for economic assistance to Burma in the fiscal
year 1950-51.

Thailand

There is no extreme poverty in Thailand, and economically the
country is relatively well developed. Furthermore, Thailand has a
long history as an independent nation and is not threatened internally
by any actively rebellious groups. Due to its location, however,
between Burma and the Indochinese States, where the threat of
Communist aggression is acute, and because its population of about
18 million includes 3 million Chinese who may be susceptible to Com-
munist influence, Thailand faces serious security problems.

During the period of Japanese occupation, much of Thailand’s
capital equipment, including harbor, railroad and telecommunications
facilities suffered severely. The Griffin Mission concluded that
American assistance in rehabilitating these resources would have an
immediate effect on general stability in Thailand. The Griffin
Mission also recommended technical assistance in agriculture, sanita-
tion, health and communications, to improve conditions at the “grass
roots” level and provide the people of Thailand with an opportunity
to raise their standard of living.

A bilateral agreement was signed by the Government of Thailand
and the Government of the United States on September 19, 1950.
The agreement includes provisions for establishing counterpart funds
under a flexible formula which should provide sufficient local currency
for the operation of ECA-supported programs. The United States
agreed to furnish economic and technical assistance for projects
requested by Thailand and approved by ECA. Thailand will under-
take to cooperate with other countries in eliminating restrictive
practices in domestic and international trade.

Immediately prior to the signing of the bilateral agreement, an ECA
mission was established in Bangkok, and a beginning was made in
staffing the mission. On the basis of the report of the Griffin M ission,
certain requests for assistance have been presented by the Govern-
ment of Thailand to ECA through the American Embassy, and steps
toward implementing these initial operations were under way at the
end of the quarter.?

2 Subsequent to September 30th, a Chief of STEM and key members of the Mission arrived in Thailand
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Agriculture and health are the most important fields in which assist-
ance is planned for Thailand. Preliminary plans provide that a
substantial share of ECA’s dollar assistance to Thailand in the
current fiscal year will be in the form of technical assistance.

The Thailand Government approached the International Bank for
Reconstruction and Development (IBRD) for assistance in financing
rehabilitation and reconstruction. This altered somewhat the direc-
tion of the ECA effort. Working closely with the IBRD and the
Thai Government, a start has been made toward restoring Thailand’s
essential services. The first concrete project related to the dredging
of the Bangkok harbor. Following consultation it was agreed that
ECA should take over a part of this project, the remainder to be
financed on a longer-term basis by the IBRD. ECA will provide a
dredge, barges and a towboat, plus technical aid, at an estimated
cost of $650,000 to $700,000 for dredging the outer harbor. The
International Bank has agreed to make three loans to the Govern-
ment of Thailand for port, railway and irrigation projects, to a total
of $25.4 million. Under the $4.4 million IBRD loan for a port project,
dredging and development of the inner harbor will proceed over the
next few years. As technical assistance, ECA is providing a port
engineer and operator who will serve as Port Authority and will
continue in close liaison with the Autonomous Authority set up under
the terms of the Thai Government agreement with IBRD for operation,
regulation, and unified development of the port and navigation
facilities in the Bangkok area.

ECA also has authorized procurement of road construction equip-
ment for Thailand which will cost between $200,000 and $400,000
(depending on a thorough study to be made) and has undertaken to
rehabilitate and put into operation, under the direction of an engineer
to be provided by ECA, the existing Makkasan Railway workshop.
American engineers have been recruited for these projects. In all
likelihood the railway engineers will continue as advisers to the Thai
Government in connection with its railway rehabilitation project,
which is to be financed under an IBRD loan for $3 million. ECA has
arranged, as technical assistance, a contract with a firm of American
engineers for a survey of telecommunications in Thailand.

It is estimated that the total program of ECA economic assistance
to Thailand during the fiscal year 195051 will amount to approxi-
mately $8 million. It is believed that this assistance will have a
marked effect in improving essential services, health and agriculture,
thereby contributing to the internal stability of Thailand and the
welfare of the Thai people.

Aid to India

In August, the Government of India sought to obtain approximately
500,000 tons of grain sorghum (milo) from the United States Govern-
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ment to help ease the tremendous food shortage in India. The Indian
Government indicated that if this amount could be obtained at an
average cost of $1.40 per cwt., f. 0. b. United States ports, the grain
could be sold through Government ration channels without raising
prices to the consumer. The urgent need of the people of India as
well as the desirability of aiding a friendly government in meeting its
needs was well recognized and every possible way was explored to
meet the request.

The market price at the time of the request was above the domestic
support price and both were above the price designated as acceptable
to the Indian Government. Since it was decided that the Department
of Agriculture should not furnish grain at a price lower than the sup-
port price, the President determined that $4.5 million of China Area
Aid Act funds should be made available on a grant basis to help in
financing the milo purchase. Thus, ECA agreed to finance the purchase
of 107,431 long tons of grain sorghum at $1.87 per cwt. India pur-
chased an additional 320,000 long tons at the same price. On this
basis, the average cost to the Indian Government for the total quan-
tity of 427,431 long tons of grain sorghum was $1.40 per cwt.

Shipment of this grain began in October and it is anticipated that
deliveries will be completed in March 1951. The Indian Government
has pledged that the grain will be sold at reasonable prices and dis-
tributed in a fair and equitable manner to assure the maximum benefit
to the people of India.







APPENDIX A

Statistical Indicators of Recovery Progress

in Western Europe

Nore.—The tables in this appendix are based on official or semiofficial statis-
tics of the participating countries. To achieve greater comparability among
countries or to close gaps, adjustment of published material was sometimes
required. In a few cases, independent estimates wecre developed where the coun-
tries do not prepare data in the desired form.







TasLe A-1.—Industrial Production Indexes, 194650
[1938=100]

Country

Austria
Belgium___.
Denmark 1.

128 € 122 137 130 144

Nore.—These indexes measure changes in the physical volume of industrial output,
which is defined to include manufacturing, mining, and public utilities.

The composite index shows changes in industrial production in all ERP countries com-
bined, excluding Iceland, Portugal, and Switzerland, which do not publish indexes. It
is computed by weighting the country indexes in accordance with the estimated net value
of industrial output in 1938. The weights are derived from the ECE report, Survey of
Europe in 1948, appendix B, table G, with adjustments to cover Turkey, the Saar and
Luxembourg.

The composite index presented in this report is a revision of the composite index pre-
viously issued by the ECA. The index for Italy is a revised series covering all major
industries. An index for Luxembourg has been added. Monthly data for the series
have been modified to measure as closely as possible the annual rate of production with-
out adjustment for seasonal variations. The former index was designed to represent

production for a calendar month adjusted only for variations in the number of weekdays ’
In addition to this adjustment, the revised composite index reflects adjustments for varia-

tions in the number of holidays in some countries. Production in the latter countries
represents more than half of the total output in Western Europe.

Where a country’s published index differed in industry coverage from that common to
most ERP countries, adjustments have been made, in so far as possible, in computing
the composite index.

1 Adjusted to include utilities.

2 Excludes building activity.

3 Bizonal data for 1946, 1947, and 1948.
4 Adjusted to include mining.

5 Adjusted to include electricity.

8 Not available




TasrLe A-2.—Steel Ingots and Castings Production, 1937-38 and 1946-50 1

[Thousands of metric tons]

Summary by year (quarterly averages) ‘ 1948

1950

Country £
=5 o - Q 2 1st 3d 4th 3d ist 2d
1937 1938 1946 | 1947 1948 9 Qtr. - Qtr. Qtr. % Qtr Qtr Qir

312,251 | 11,226 | 6,591 | 7,596 | 9,903 9,145 | ¢ 9,965 | 10, 880 3 11,173 50 | 12.042 | 12,185 | 12,305

164 169 89 162 143 181 173 222 236 226 222
Belgium-Luxembourg._ = : 930 ! 2 g 1, 465 66 176602 |54 85: f 1,332 1,422 | 1,441 1,492
France (including the S = 5 2 2,193 1,614 | : 2 1, 953 2 2,151 | 2,222 5 2, 635 2,437 | 2,552 2, 540
Germany (Fed. Rep.)- 4,476 765 2 979 g 1,590 | 1,895 & 2,420 5 2,808 | 2,829 3,235
2 582 426 531 489 548 528 514 565 567 594

243 297 315 3156 272 350 34 312 394 344 319
2,640 | 3,225 | 3,231 | 3,774 | 3,945 | 3,772 3,539 | 3,910 | 3,961 5 3,713 5 4,167 | 4,197 3,901

Nore.—Totals shown are sums of unrounded figures, hence may vary slightly from 2 Includes Turkey, not shown.
totals of rounded amounts. 3 gevised. West German output estimated from trend for all of Germany from 1936
to 1937.

! Production in participating countries other than those shown is negligible.




TasLe A-3.—Output of Electricity, 1937-38 and 1946-50

[Billions of kilowatt-hours]

Summary by year (quarterly averages) I

1948

Country
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NorEe.—Figures include production of establishments generating electricity for their

1 Revised. West German output estimated from trend for all of Germany from 1936

own use in the following countries: Belgium-Luxembourg, France, Germany (Fed. to 1937 and 1938.

Rep.), Italy, Norway, Portugal, Sweden, Turkey, and partial production of such

, establishments in Austria and Switzerland. Figures for remaining countries refer only
to electricity generated by public utilities, whether publicly or privately owned. Totals
shown tare sums of unrounded figures, hence may vary slightly from totals of rounded
amounts.

21937 data.
3 Denmark, Ireland, Portugal and Turkey,
4 Not available.




TasLe A-4.—Coal Production, 1937-38 and 1946-50 !

[Millions of metric tons]

Country

Summary by year (quarterly averages) 1948

1937

1938

1946

1947

1948

3d
Qtr.

Belgium

Germany (Fed. Rep.)-__
France (including Saar)
Netherlands

United Kingdom

Other &

o
=
o
=
=]

=
o
o
o

o
S =
o ot
O O s = O

sl

O
RS S I
oo ~IN

, Nore.—Totals shown are sums of unrounded figures, hence may vary slightly from ? Revised. West German output estimated from trend for all of Germany from 1936
t

totals of rounded amounts.

3 Iﬁciudes Austria, Ireland, Italy, Norway, Portugal, Sweden and Turkey.

1 Excluding lignite, brown coal, and peat; production in participating countries other

than those shown is negligible.




TaBLE A-5.—Cement Production, 1937-38 and 1946-50

[Thousands of metric tons]

Summary by year (quarterly averages) 1948 1950

Country
2d 3d 1st 2d

1937 1938 1946 | 1947 | 1948 1949 Qtr Qtr p Qtr. Qtr

TS¢—86L¥36

17,779 | 18,507 | 5,067 | 5,889 | 7,749 | 9,196 é 9,609 | 10, 037 8,528 | 11,145

Belgium : 750 651 834 732 5 754 788 729 968
France (including Saar)? 963 1,611 3 : 1,706 | 1,620 1,524 | 1,852
Italy 5 699 981 i 88 1,076 | 1,092 993 | 1,321
United Kingdom 3. ___ 71 | 1,770 2,343 7 2,415 | 2,408 : 2,331

Germany (Fed. Rep.)- 648 750 é 2,115 5 . 2,161 | 2,504 5 1,748 | 2,827
Other 4 1, 056 1,413 3¢ > i 1,497 | 1,625 1,203 | 1,659

Note.—The figuresrefer to production of artificial cements (including portland cement) 3 Portland cement only.
and natural cement unlessotherwisenoted. Totalsshown aresums of unrounded figures, 4+ Austria, Denmark, Netherlands, Portugal, Norway, Sweden and Turkey; produc-
hence may vary slightly from totals of rounded amounts. tion in other participating countries is negligible. Figures for Denmark and Portugal

¢ A ef HY. i ificie : Netherland land
1 Revised. West German output estimated from trend for all of Germany from 1936 ;ﬁlﬁﬂff;ﬁ"ﬁﬁi‘;gfgﬁé‘n‘t‘fnly Al e le G And D A L

to 1937 and 1938.
2 Artificial cement only.




TaBLe A-6.—Yarn Production in Selected Countries, Prewar and 1946-50

[Thousands of metric tons]
RAYON FILAMENT YARN AND STAPLE FIBER !

Summary by year (quarterly average) 1948

Country Prewar
1947 1st Qtr.| 2d Qtr. 4th Qtr.| 1st Qtr.| 2d Qtr. . [4th Qtr.| 1st Qtr.| 2d Qtr.

el ’Produc-
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COTTON YARN?

320.1 | 274.3

3.1
22.3
57.6
23.4
46.4

=
Srlae
O =00 oOwWH

Portugal . .
Sweden
United Kingdom.__

=
SUSTI Y,

=~ O DT RO ~T
R CTOT~1 00 O3 N

Nore.—Totals shown are sums of unrounded figures, hence may vary slightly from mixed as well as pure yarn, excludes home manufacture; Italy—includes mixed as well as
totals of rounded amounts. pure yarn and other yarn produced in wool industry; United Kingdom—deliveries of

S X % rei " rarns; inc £ ixed var: Y ins 7 of wool.
1 The figures relate to the weight of filament yarn and staple fiber, excluding waste to}alln\gﬁglelg :%fu‘;’l?é;fcgoyt ;ﬁ:wﬁdudmg mixed yarn predominantly of wool

zllgd t(flle pripducti(_)n (l)f (siyntl',hetielyarns nnl()l fibers with a noncellulose base. The United 6 Not available
Kingdom figures include also nylon yarn beginning 1941, when nylon production started. 1 i . ¢ 3 i e . P s e : :
i i 2 ¥ s gures refer to total weight of pure yarn spun, w hether for sale, further processing
1927};{:1‘17(11%838 West German output estimated from trend for all of Germany from 1936t or on commission except where “other” yarns are combined with pure, as follows:
: 8 Belgium-Luxembourg—cotton yarn with admixture of artificial fiber; France—yarn

3 Preliminary. e . Tt = e .
o Rton Ry g spun from cotton waste, shoddy and artificial fibers; Italy—mixed yarn and other yarn
4 The figures refer to total weight of pure yarn spun, whether for sale, further processing, produced in cotton industry; Netherlands —mixed cotton yarn with less than 15 percent

or on commission, both carded and combed (worsted), except as follows: France—includes of other materials and yarn spun from cotion waste.




TaBrLe A-7.—Volume of Commodity Trade of Participating Countries, 1937-38 and 1947-50
[Measured at 1938 prices, 1938=100]

All participants ! ’I‘Iotéx} o
excluding ermany k s
Period France? gwedj Nether: Swit:

Intra- | Rest of 4 ep.
Total | ERP2 |world 3| Re

lands zerland

EXPORTS

92
100
115
126
125

112
120
124
143

114
125
143

97 106
100 100 100
117 118 147
100 106 147
104 116 90 119

106 109 89 121
108 123 86 112

R 90 110 89 107
102 124 96 135

114 115 131 9 119
107 129 129 112 126 150
89 122 101 ® 160 ®)

1 Excludes Greece; includes United Kingdom reexports. reporting of export and import documents. For a complete explanation of the derivation
2 Metropolitan areas only. The ERP volume index is an average of independently of the indexes of total trade of the participating countries, of intra-ERP trade, and trade
derived import and export volume indexes. Because of the lack of suitable trade and with rest of world, see “Trends in the Volume of Foreign Trade” (ECA Special Report,
quantum data, Greece was omitted from the total. Since Greece does not have a neutral May 1950).
balance of trade, the compiled total values (in 1938 dollars) of exports and imports of 3 Includes trade with colonies.
metropolitan countries with each other are not equal, and sometimes do not show identical ¢ Exports excluding reexports; retained imports.
trends. Itshould also be noted that exports are valued f. 0. b., whereas imports are valued 5 Not available.
c. i. f. Furthermore, account should be taken also of the differences in normal lag of




Tasre A-8.—Combined Foreign Trade of Participating Countries, 1937-38 and 1948-50

[Dollar equivalents, in millions]

With nonparticipating countries

With participating countries With par- | With non-

Quarter or quarterly average
United

States Canada

participat-

ticipating
ing sterling

Latin sterling

America

Overseas
territories

Metropoli-

Total tan areas

EXPORTS

2, 940

2,984 832
3,107 .
2, 986 800
371 2, 686 634

391 2,884 778
482 3,074 b 833
496 3,086 808

Nore.—Imports c. i. f.; exports f. 0. b. Data were compiled from foreign trade statis-
tics of participating countries, and converted to United States dollars. 1949 figures
partially estimated by ECA from incomplete returns. The “Grand total” includes a
small amount of trade unallocated by area.

The groups in the above table were established by the Organization for European
Economic Cooperation for programming and are defined as follows:

Latin America—Twenty American Republics in Central and South America and
excludes overseas territories of European countries. Other nonparticipating includes
the nonparticipating sterling area (defined below) and all nonparticipating areas not
specified above of which the more important are China, Japan, Spain, U. S. S. R. and

Participating Metropolitan: All OEEC countries in Europe and
Turkey. Participating overseas territories: All British territories other than those
listed below under ‘“nonparticipating sterling’’; Belgian Congo, French territories in
Africa, Asia, Oceania and West Indies; Netherlands territories in Western Hemisphere
and East Indies through fourth quarter 1949; and Portuguese territories in Asia and

Eastern Europe.

Africa. Participating sterling areas: United Kingdom, Ireland, .Iceland'.anq’all British
territories other than those listed below under “nonparticipating sterling.” Nonpar-
ticipating sterling areas: Burma, Ceylon, India, Pakistan, Iraq, Southern Rhodesia,
Union of South Africa, Southwest Africa, Australia, New Guinea, New Zealand, New
Hebrides, Tongo Islands and Western Samoa.




TasLe A-9.—United States Trade, by Areas, 1938 and 1947-50
[Millions of dollarsj

Metro- | Over p;yr(z?a Latin

Quarter or quarterly average | Total | politan | %5 | pating America

areas | yoacr | sterling
& areas

UNITED STATES EXPORTS

120
174
244
211

232
232
234
280

250
190
175
228

239
243
324

174
150
801
807

907
827
732
738

910
999 24
668 30
653 =11

549 —55 —82
521 —84 B 35
2 60 258 =05 78 4 —196

! Excludes}Indonesia which is shown with “Other dreas.”

2 Includes '$172 million exported as Special Category Commodities for which the destination by country
or area is not available.




TasrLe A-10.—Gold and Short-Term Dollar Assets of Participating Countries, 1938 and 1947-50
[Millions of dollars]

1948 1950

Country
Sept. r Mar. ) 2 . June

Austria 28 2 g 85
Belgium-Luxembourg 1__ G 836 5 871
Denmark 73 J & 67
France 12_ A g 5 787
Germany- 228
Greece.-. 44
Icecland. .- f 9
Ireland 2 : 32
Italy 3 6 542 567
Netherlands ! 2. 332 3¢ B 5 511 540
Norway.... : 117 £130

; : 227 | 234
184 197
162 1158
United King 3 1, 836 1,912 1, 651 1, 688 2, 422 2, 756

Subtotal B 5,335 5,519 5,225 5,377 6, 282 66, 742
417 7

Adjustments 358 370 377 ( 454 7 685

5,762 5,877 5,595 g 5,754 Q) 6, 736 7,427
1, 886 1,913 1,933 3 2,021 2,154 2,133

7,638 7,790 7,528 4 7,775 8, 890 69, 560

Nore.—All figures as of the end of the month. 6 Preliminary. . e
1 Includ verseas territori 7 Includes for the first time certain short-term dollar assets for the United Kingdom
5 ncludes overseas territories. which, although existing at lower amounts in previous years, were not reported by United
- ’Il‘h(la gé)ld {‘10_1(11tngs included in these data are those of the Central Bank only. States banking institutions until August 1950.
ncludes Trieste.

4 Not available. Source: United States Treasury Department and Board of Governors of the Federal
5 Adjustments include stabilization fund holdings for France, Netherlands, and private Reserve System.

dol]alr_ hpldin(glzs for the United Kingdom; Canadian dollar holdings of United Kingdom

are eliminated.







APPENDIX B

ECA-Financed Supply Program for Europe

Nore.—In appendix B tables overseas territories are reported with mother
countries, unless specifically noted otherwise. The Saar is included with France.
Totals shown are sums of unrounded figures, and hence may vary slightly from
totals of rounded amounts. Commodity groups are based on a special ECA classi-
fication which is aligned as closely as possible with the commodity classification
used by the Bureau of the Census to report United States exports. The minus
figures shown in a few instances for activity in procurement authorizations indi-
cate adjustments caused by changes in price or quantity of goods available, or
cancellations—either in whole or in part—of previously approved transactions.




TasLe B-1.—Procurement Authorized During the Quarter July 1-September 30, 1950—Commodities and Services by Recipient Country
. [Millions of dellars]

Recipient country

Commodity or service Bel- United

gium- France Greece s Ftaly: | Syotner: Sweden| Trieste | Turkey| King-
Luxem- d. land lands Tor

bourg

Grand total 7 s 16.0 3E 33. h 8.: B . 4 3. 4 . § 8 - . 2 93.4

Total commodities_ .__________

Food, feed, and fertilizer

Bread grains
Wheat _ .
Wheat flour

Fats and oils___
Coarse grains._

Other and unclassified
Feeds and fodder
Fertilizer
Fruits and nuts, e
Rice
Vegetables and preparations.

Fish and products, except
fish oil and meal._

Hggy I Al

Seeds, other than oil seeds._

Edible products, n. e. ¢

Petroleum and products
Coal and related fuels

Raw materials and semifinished




Nonferrous metalsand prod. -

Aluminum. .

Other, incl.precious metals.
Iron and steel mlll products,
including ferro-alloys_______
Chemicals and related prod.
Lumber and manufactures. .
Metallic ores and concen-

Fabricated basic textiles. -
Pulp and paper
Nonmetallic minerals_._.
Hides, skins, and leather . -
Flel‘S n.e.c., fiber ploducts
Naval stores

Machinery and vehicles.

Machinery and equipment._ __
Construction and mining
equipment
Metalworking machinery,
except machine tools
Machine tools. . .___
Electrical machiner TY
Other industrial equipment.
Agricultural machinery,
except tractors
Tractors, all types. ...
Motor vehicles and parts.____
Other transportation equip-

Miscellaneous and unclassified - . _

Tobacco

Misc. iron and steel mfgs...___

Scientific and professional
instruments___

Ocean freight
Ship d}sburserr}onts
Technical services

NOHDITISO N

ESE=

; I sslb
- DO DWW O

=




TasLE B-2.—Procurement Authorizations, Cumulative, April 3, 1948, through September 30, 1950—Commodities and Services by Recipient Country
[Millions of dollars]

Recipient country

Commodity or service s
re-

France Greece land

Italy Sweden| Trieste | Turkey

Grand total 9, 796. 8 J ¥ 2,043.7 4 3 .60 (107126
Total commodities 9, 090. 6 5 i 1,778.1 B f i 955.9

Food, feed, and fertilizer 2, 806. 5 5 - 3 238.5 b 4 s 5 217.5

Bread grains_.__ 1,397.6

Rye

Unclassified-
Fats and oils_._
Coarse grains__ .

-0 Oy N o
. BINVR
B O b= Oy D O b
B =2 OO W
= BS885 <, B8
COHR AT~ DD~ D Co

Other and unclassified..
Feeds and fodder
Fertilizer
Fruits and nuts, ex. peanuts..
Rice
Vegetablesand preparations..
offee
Fish and products, except
fish oiland meal

Eggs
Seeds, other than oilseeds._.._
Edible products, n. e. c.._____

Frel oi e sioase e a e

Petroleum and products
Coal and related fuels

Raw materials and semifinished
products 2, 960. 3 : : 5 5 . 3 5 X . 3 1,021.4

Cotton . 128, k g ; 4. . s : A A 288.8




Nonferrous metals and prod...

Other, incl. precious metals.
Iron and steel mill products,
including ferro-alloys.....__
Chemicals and related prod...
Lumber and manufactures...
Metallic ores and concen-

Fabricated basic textiles
Pulp and paper.

Nonmetallic minerals

Hides, skins, and leather.
Fibers, n. e. ¢., fiber products.
Naval stores

‘Wool, unmanufactured

Machinery and vehicles.

Machinery and equipment.___
Construction and mining
equipment.
Metalworking machinery,
except machine tools.
Moachine tools
FElectrical machinery
Other industrial eguipment.
Agricultural machinery,
ezxcept tractors
Tractors, all types
Motor vehicles and parts___ .
Other transportation equip...

Miscellaneous and unclassified.__

Tobacco- ...

Miscellaneous iron and steel
mfgs

Scient:

Other

Ocean freight
Technical services_
Ship disbursements
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TasLE B-3.—Authorizations for Procurement of Commodities and Services, by Area of Source, Cumulative, April 3, 1948, through September 30, 1950, and
for the Quarter July 1-September 30, 1950

[Millions of dollars]

Area of source

|
Participating coun- |

tries Other countries

United States Canada Latin America

Commodity or service

ive| +. . Cumulative Cumulative C lati ‘ § i g ativ
kprits, | Taty | “Rpri " Ty 1| OGS | Tty 1= ™ duty 1-| CREHRYC sty 1- CRUHAT guly 1-
1948-Sept. | 1948-Sept. = | 1948-Sept. 0rn | 1948-Sept. s | 1948-Sept. = | 1948-Sept. £
30, 1950 |3%:1950 | “39 1950 30,1950 | 3019501 a0 1950 " | 30,1950 | "5 ja50 " | 30,1950 | “an"yg50 " | 30,1950

29,796.8 | 2295.5 6,330. 1 : 1,166. 6 11. 704. 4 X 444.2 11.0 483.6 23.7

29,090.5 | 2293. 4 6,293.6 £ 1,166.6 : 704. 4 5. 4438. 483.6

2, 806. 4 71.8 1,785.5

1,397.6 907.0
704.6
172.2

11.2

2 0o
~R
=N

Coarse grains
Corn -
Other___
Sugar and related products.

~ b
SKEw®o

| —~
RO 4 1 O O3 ~T 00— S ~2 00 &0 G0 50 00 =T hO ~2 ~24~

[
o

Feeds and fodder....____
Fertilizer

Fruits and nuts, except peanuts__
Rice

Vegetables and preparations
Coffee

(i
YR e e B 1 S

Leeg
Seeds, other than oilseeds
Edible products, n. e. ¢

oo | eoll | |
AN S |
~® | N

Petroleum and products
Coal and related fuels




Raw materials and semifinished products....________ , 960. i 2,067:1
LA27 7

- 00
>SS

Other, including precious metals. __
Iron and steel mill products, inc¢. ferro-: alloys
Chemicals and related products
Lumber and manufactures
Metallic ores and concentrates
Fabricated basic textiles___

Pulp and paper

Nonmetallic minerals

Hides, skins, and leather

Fibers, n. e. c., and fiber products__
Naval stores

Wool, unmanufactured-...

| = =
Ml S Sl S

4ol
NOO

=
[N

Machinery and vehicles

Machinery and equipment
Construction and mining equipment
Metalworking machinery, except machin tools,
Machine tools
Electrical machinery .- . -
Other industrial equipment
Agricultural machinery, except tractors
Tractors, all types

Motor vehicles and parts..

Other transportation equlpment

e e

|

|
S b
afl commoRAIH~D

|
|

H
IR=IES

ot

Miscellaneous and unclassified

o
o4

Tobacco

Miscellaneous iron and steel manufactu
Scientific and professional instruments._ .
Other

o
&~

v
I

|
I |
ohw | S||lcortn | | 0oV~ RW | i || O D10 DM b9 S e 0o ~2 26 W O Ko

®

Ocean freight
Technical services
Ship disbursements

|

o

1 Estimated distribution between Latin America and participating countries based on 2 Including unclassified commodity reductions not available by area of source.
actual source of shipments of petroleum and products as shown in ECA-financed pur- 3 Not available.
chases as of August 31, 1950. ¢




TasLe B—4.—Authorizations for Procurement of Commodities, by Country of Source and Country of Destination, Cumulative, April 3, 1948, through
September 30, 1950

[Thousands of dollars]

Recipient country

Area and country of source Bel- Ger- 2 i e
glum- 7 many 3 ce- re- > |Nether- Swe- | Tri- | Tur- 1
Luxem- France | (poq. | Greece | 1onq | 1ana | M8l |Tangs ; den | este ke; King-
bourg Rep.) dom

9,001, 316| 407, 604| 480, 977| 209, 070|1, 778, 318| 890, 188| 333,021| 15,839 139, 580| 955, 984| 873,317 199, 873| ¢ 98,170 25,015| 87,9772, 563, 611
6,293, 637| 325, 539| 393,296| 145,623|1,317,051| 710, 225| 261,064| 13, 908| 118, 159| 833, 214| 674, 675| 159, 024 56, 721| 16,388| 78, 261|1, 164, 644

d: -|1,166,555| 8,699 16,217| 6,481) 58,437 24,076/ 3,502 1,117 9,847 7,516 24,373 6,850 189 2,984| 7 . 989: 002
Latin America... 704,438| 27,702 35,954 17,797 137,661| 90,898/ 31,806 300 317| 34,942 73,777 9,921 13, 947 227, 800

Participating countries 443, 080 22,421) 30,304/ 79,709 35,771 15,871 9,522/ 19,961 34,032 19,912 130, 456

Netherlands and overseas terri-
tories 256, 804 22,421| 24,886 4, 515 4, 465 9, 522 1,670| 17,372 16,960 93| 15, 150 130, 456
Netherlands West Indies__._| 249,380 89 22, 421 4, 616 4y 423 1,670\ 17,372| 16,960 ,150] - 130, 456

5 i s

Netherlands East Indies.. _ __ 4, 811
Netherlands 2,613 4 ST B
Germany (Federal Republic)._| 79, 646 37,071

Belgium and overseas terri-
57,762 33,378

United Kingdom and overseas
territories
United Kingdom . _
American territories_. ...
Asiatic & Oceanic territories.
France and overseas territories.

France
French North Africa-
Austria

Turkey---_
Switzerland.-

Portuguese Africa.-
Portugal




Iceland- . 1, 876|
Trieste.__. 0
Luxembourg 428

Other countries 483, 605 h 13, 055 8, 865 60, 350 51,709

Middle East oil area !._ 352, 339 11, 796 770, 54, 822 44, 693
o 53, 315 0 71 414 25

43, 275
13, 812
12, 489

Yugoslavia
Thailand

Czechoslovakia
Syria

Liberia_
Australia

Iran (except pet

Miscellaneous commodity reduc-
tions, unidentified by source

1 Including authorizations for procurement of petroleum and products in Saudi Arabia, Iran, Iraq, Bahrein, Kuwait and Israel.




TasLe B-5.—Paid Shipments, Cumulative, April 3, 1948, through September 30, 1950—Commodities and Services by Recipient Country
[Millions of dollars]

Recipient country

Commodity and service Total Bel- > United

S France | 80Y | Grocce xo- | Ttaly et Sweden| Trieste King-
. dom

bourg

Grand total ! 8, 230.9 R 444,2 1,693.3 4 X s 2 j i R 2,395.5
?2,635.0 : 423. 4 1,454.8 .6 i ' - A 5 & 2,309.3

Food, feed, and fertilizer 2,657.7 X 2| 62 226, T 8. y b 5. 3 3 X 4 861. 8

79.6 3 g g s . 5 : . 8 536. 6

Bread grains
59. 4 o, 2 \ s ki . 2 o s 466.5

Wheat . ___
Wheat flowr .
Rye
Fats and oils__
Coarse grains.

3

._
oot~ 83 0 1 2 o n 1Y
R SRo8%,

=0 Qo 0
(LI

VOO OO N IODW~T
00 O 28

Fruits and nuts, except peanuts_____
Rice.

Fish and products, oil and meal_
Seeds, other than oilseeds____
Edible products, n. e. ¢

Coal and related fuels..______________




Raw materials and semifinished products.

L NN oS | 8
s Oy OO = = (=7}
~ 5
oS3
(S R SRASY (=]

s metals_._

Iron and steel mill products, includ-
ing ferro-alloys

Chemicals and related products. -
Fabricated basic textiles
Lumber and manufactures.
Pulp and paper
Metallic ores and concentrates
Nonmetallic minerals_______ .
Hides, skins, and leathe
Fibers, n. e. c., and fiber produects_
Naval stores
‘Wool, unmanufactured
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Machinery and vehicles
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Machinery and equipment
Comnstruction and mining equipment.
Metalworking machinery excluding

machine tools____
Machine tools_
Electrical machin
Other industrial equipm.
Agricultural machinery, excluding
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Tractors all types -
Motor vehicles and parts
Other transportation equipment
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Miscellaneous and unclassified

S| s s

168. 2
2.1
31
4.9

Tobacco :
Miscellaneous iron and steel manu-

—
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86.2

78.1
6.5
1.6
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Ocean freight
Technical services_
Ship disbursements

[

1 ECA expenditures supplemented by movement reports from U. S. Government agencies; total shipments are less than actual movements because of the time required for receipt
and processing of documents requesting payment.




‘I'aBLE B-6.—Paid Shipments, Cumulative, April 3, 1948, through September 30, 1950—
Commodities and Services by Area of Source

[Millions of dollars]

Area of source

Commodity or service 0
Latin | Partic- | o0,

s pating s
America countries | countries

United

States Canada

8,230.9
7,635.0

Food, feed, and fertilizer 2,657.7 | 1,664.8

Bread grains 1,353.7 862.9
Wheat- - - _ S ET10108 681.9
Wheat flowr . 2 170.6
Rye K 10. 4

Fats and oils__

Coarse grains._
Corn__.
Other _

Meat
Dairy products.
Cheese. _ __

Feeds and fodder -
Fertilizer

meal
Seeds, other than oilseeds._
Edible products, n. e. ¢

Petroleum and products 878.5

Coal and related fuels 275.7

2,473.3

981.9

®

cluding precious metals. . _

Iron and steel mill products, including

ferro-alloys
Chemicals and related products__
Fabricated basic textiles
Pulp and paper
Lumber and manufactu
Hides, skins, and leather
Metallic ores and concentrates._
Nonmetallic minerals
Fibers, n. e. c., and fiber products_
Naval stores

~
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See footnotes at end of table,




TasrLe B-6.—Paid Shipments, Cumulative, April 3, 1948, through September 30, 1950—
Commodities and Services by Area of Source—Continued

[Millions of dollars]

Commodity or service

Total

Area of source

United
States

Canada

Latin
America

Partici-
pating
countries

Other
countries

Machinery and vehicles

Machinery and equipment
Construction and mining

Metalworking machinery,
machine tools-_
Machine tools_ _ _
Electrical machinery
Other industrial machinery
Agricultural  machinery,
tractors
Tractors, all types
Motor vehicles and parts
Other transportation equipment

Miscellaneous and unclassified

Tobacco {
Miscellaneous iron and steel manu-

Ocean freight
Technical services_ _
Ship disbursements

934.7

3.7

671.6
112.7

90.2
64.8
69.0
207.0

51.7
76.3
162. 9
100.3

360. 4

312.8
9.2

(s
31.

®)

e
12.9
@

1 ECA expenditures supplemented by movement reports from U. S. Government agencies; total paid
shipments are less than actual movements because of the time required for receipt and processing of docu-

ments requesting payment.

2 Including refunds totalmg $0.7 million for unclassified commodities.

3 Not available.




TapLeE B-7.—Paid Shipments for Commodities, by Country of Source, and Country of Destination, Cumulative, April 3, 1948, through September 30, 1950
[Thousands of dollars]

Area and country of source

Commodity total !

Paraguay.
Haiti____
Nicaragua.
Ecuador__.

Panama__

Costa Rica.

Honduras

Latin  America undistrib-

Participating countries

Netherlands and overseas
territories
Netherlands West Indies.
Netherlands East Indies .
Netherlands
Germany (Federal Republic)
Belgium and overseas terri-

Belgium _ _
Belgian Congo

7, 635, 044

Recipient countries

Aus-
tria

358, 346

Bel-
gium-
Luxem-
bourg

Den-

otk France

Ger-
many
(Fed.
Rep.)

Greece

Ice-
land

Ire-
land

Italy

Neth-
er-
lands

Por-
tugal

Trieste

Tur-
key

United
King-
dom

423, 444

182, 291(1, 454, 851

754, 581

249,177

11, 559

110, 766

710, 388

747, 263

155, 843

14, 302

18, 854

58, 256

2,309, 34¢

5,070, 013

-|1, 103, 635

620, 614

285, 421
6,964
22,302

341, 458
14,418
34,578

123, 260|1, 023, 609
6,269 50, 086
16, 883| 128, 593

609, 382
19,125
71, 740

189, 832
2,110
24, 797

9,736
1,099
259

91, 763
8,935
274

618, 522
5,045
27,169

569, 316
21, 416
63, 658

121, 408
0

11,672

49, 501

973, 043
952, 923
209, 188

161,964
94, 389
92, 735
67, 794

132
19, 426

11, 674

12,578
48, 632
44, 482
12,141

11, 6564

213
46

94
6,419
12, 649

24, 252
523

79, 202
10, 88
23,165

18,379

416, 564

20, 419

28, 260

14,777

31,415

17,008

237, 519

80, 655

56, 041
52,646

15,820
2, 741

3,395

2,128
613

20, 391
20, 391

23, 215
22, 661

32,972
32,678

-394

3, 958

14, 755
14,766

15,438

123, 338

123, 338
125,838




United Kingdom and over-
seas territories xR
United Kingdom._
American territori
Asiatic and Oceanic ter-

France and overseas terri-
L0 (L 5 e

French North Africa.
Other territories._._
Turkey _________

Portuguese Africa_
Portugal
Switzerland._
Iceland. .
Trieste__.
Luxembourg.

Other countries 424, 878 , A 172,184| 23,007 40, 657

307, 391 155, 438 13, 799 39, 037
49, 414 2 é 131 175 396 351
39, 185 X 35 1,228
12, 569

~ 9,616

Eastern Germany_ 5 2,193
Union of South Afr 877
Yugoslavia 874
Spain____ 824
Thailand - 475
Czechoslovakia 440
Syria___ 296!
Liberia. 291
Australia 146
Iran (except petroleum).
Ethiopia
Korea__
Ceylon _
Miscellaneous commo.
funds, unidentified by source.

1 ECA expenditures supplemented by movement reports from U. S. Government 2 Including paid shipments for petroleum and products from Saudi Arabia, Iran, Iraq,
agencies; total paid shipments are less than actual movements bccause of the time re- Bahrein, Kuwait and Israel.
quired for receipt and processing of documents requesting payment. Paid shipments for
commodities only, excluding services.




TasLe B-8—GARIOA ! Program Procurement Authorizations for Germany (Federal
Republic) by Commodity Group and Source Country—Cumulative, December 22, 1949—
September 30, 1950

|Thousands of dollars]

Country of source

Commodity group . ;
United Latin China

States America | (Formosa) Philippines

Grandtotalestte st s NS T e S181,dbd $148, 438 $10, 641 $10, 000

Food and agricultural commodities _______ 169, 154 148, 438 10, 641 10, 000
Qcean freight 12, 000 (O] ® ®

Commodity detail
Food, feed, and fertilizer 110, 547 90, 116 10, 431 10, 000.

Bread grains 46,892
Wheat - 44, 224
Y 2,668
Fats and oils- 23, 797
Lt % 9,128
Soybean oil - - .____
Whale oil and fish oils_
B 11 AR e e HEE S B
Vegetable oils and fats, n. e. ¢
Soybeans___ i i
Sugar and related products_
Coarse graing o 2o £ Chert ¥
Fruits and nuts, except peanuts___
Seeds, other than oilseeds_...__________

Raw materials and semifinished products..

Cotton
Raw cotton, except linters.
Cotton linters
Animal hairs, except wool.
Naval stores

3,652

Nore.—Totals shown are sums of unrounded figures, hence may vary slightly from totals of rounded
amounts.

1 Government and Relief in Occupied Areas.

2 Not available.

3 Including $12.2 million authorizations for corn and corn starches actually shipped to the United King-
dom as a replacement for an equivalent value of rye supplied by the United Kingdom of Germany.




Tapre B-9.—GARIOA Program ! Paid Shipments to Germany (Federal Republic) by
%OT;;%dity Group and Country of Source Cumulative, December 22, 1949-September

[Thousands of dollars]

Country of source

Commodity group Latin America
United Philip-
States pines

Total | Cuba | Haiti | Brazil | Mexico

Grand total $142,191|$117, 534| $17,837| $17, 781 $44 $6 $5

Food and agricultural commodities__| 135,394| 117,534 17,837 17,781 44 6 5
Ocean freight 6,797 @ ® ® ®

Commodity detail
Food, feed, and fertilizer 102,671 84,846 17,825 17,781

Bread grains 45,944| 45,944
Vh 43,276

2,668

20, 417

Soybean oil - _ - __
Whale oil and fish oils
Tallow
Vegetable oils and fats,m.e.c_.
Soybeans
Sugar,fraw and refined _
Coarse grains—corn
Fruit and nuts, except peanuts_.
Seeds, other than oilseeds.

Raw materials and -semifinished
products. 29, 885

29, 626
Raw cotton, except linters. 28, 846

Cotton linters : 780
Naval stores 178
Animal hairs, except wool. __ 69
Vegetable fibers, except cotton___ 12

Miscellaneous and unclassified 2,838

T'obacco 2, 838

NoTE.—Totals shown are sums of unrounded figures, hence may vary slightly from totals of rounded
amounts.

1 Government and Relief in Occupied Areas.
2 Not available.

3 Including $12.2 million in corn and corn starches actually shipped to the United Kingdom as a replace-
ment for an equivalent value of rye supplied by the United Kingdom to Germany.




TasLe B-10.—Technical Assistance Authorizations by Field of Activity, Recipient Country, and Type of Assistance, Cumulative through September 30,1950

[Thousands of dollars]

Recipient country and type of assistance

Total
authoriza-
tions

Field of activity

Industrial
produc-
tivity

Agricul-
tural pro-
duetivity

Manpower
utilization

Public
adminis-
tration

Transpor-

tation and

communi-
cation

|

Marketing

Develop-
ment of

overseas

territories

Tourism

Program
manage-
ment

Total, all countries

U. S. experts

Foreign experts

Technical materials.

Basic surveys

Services of international organizations. -

U. S. experts- -
Foreign experts
Technical materials_
Basic surveys

United Kingdom
U. S. experts.- -
Foreign experts
Technical materials.
Basic surveys

U. S. experts._-.
Foreign experts X

Foreign experts__.___
Technical materials
Services of U. S. Gov’t agencies

U. S. experts.-_ .
Foreign experts
Basic surveys

Technical materials_ _
Basic surveys

7,345.1

2,677.0

2,186.0

1,700. 3

1, 620. 4

232. 4

2,530.5
2,209. 9
oNA7 T

330.0
364.8
4

490. 8
1,000, 0

1, 513.
186.
)

1,076.1
511. 5




Denmark
U. B. experts...
Foreign experts
Technical materials___

GermanVitEed R ep )Rt et ey S Shas e el
U. 8. experts
Foreign experts
Technical materials
Basic surveys

Austria

Foreign experts
Technical materials_.

U. 8. experts__.
Foreign experts.
Technical materials

Ireland
U. S. experts.
Foreign experts___
Technical materials
Basic surveys

Netherlands
U. S. experts. -
Foreign experts

Belgium-Luxembourg
U, S, experfs-_2
Foreign experts
Basic surveys

Bwedon i L b Fiiig it bl v s L s
U. S. experts.
Foreign experts

Iceland
U. S. experts...
Foreign experts
Technical materials

Portugal
U. S. experts.
Foreign experts
Basic surveys

Trieste
Basic surveys

U. S. Government agencies._
Foreign experts_..___
Technical materials_.
Servicesie s paie SLUtels S do D ot al




Tasre B-11.—Value of Industrial Projects Approved, Estimated Total and ECA-Financed Costs, and ECA Procurement Authorized, by Recipient Country
and Type of Project, as of September 30, 1950 1

[Thousands of dollars]

Recipient country
Total

’ Austria Belgium Denmark France
Type of project =

ECA ECA
authori- authori-
zations zations

HGAS o ECA ECA
Total | ECA : 2 ECA : | Total | ECA =
4 authori- authori-| —+0b 2 authori-
cost cost | ations Cost |ations | C€OSt cost | ations

Total | ECA
cost cost

Total ECA
cost cost

Total industrial projects approved ... _____ 2,121, 686 |524, 653 (385, 609 | 65,866 | 31,300 | 21,691 | 50, 523 7 7 736, 932 (141,799 | 92,026

Raw materials extraction " 247,242 | 34,585 | 28,825 1,937 146,970 | 10,804 | 7,213

Potash mining 125,000 | 4,000 | 2,070
Coal mining.___ -| 61,072 | 15,830 | 14, 668
Iron mining_ X 43,200 | 11,951 9, 283 , 000
Oil drilling 17,970 | 2,804 | 2,804 17, 970

Manufacturing 1,290,412 |323, 771 |235, 304 3 385, 643

Primary metals- 207,119 (154,172 18,120 3
Iron and steel - 152, 422 18,120
Aluminum____

Petroleum refining _

Automotive products .

Chemicals

Pulp and paper-

Cement iy

General industrial equipment _ _

Meat packing and storaj

Glass

Bearings, etc. -

Tire cord 1, 042

Transportation, communication and utilities..__| 509,182 (163,287 |118, 858 07! 141, 319
Power facilities 344, 438 130,982 | 92, 237 3 59, 345
Roads and miscellaneous transportation

facilities 85,434 | 24,691 | 22,312
Roads 58, 000
Air Transport. __ 27, 48} 5

Communication equipment . _ 60, 000 60, 000

Waterways and harbors 16, 310 e,

Railroads and equipment 3, 000

63, 000
63, 000

11, 850




Recipient country—Continued

Germany (Federal -
Republic) Greece Iceland Netherlands

Type of project

ECA ECA ECA ECA ECA
ECA |author- author- author- author- author-
cost iza- iza- iza- iza- iza-

tions tions tions tions tions

10, 719 102, 833 | 27,689 | 13, 916 410,171 (161,036 (147,167 | 67, 990

Iron mining_
0il drilling A e

Manufacturing. 294, 271 47,010

Primary metals__ _|168, 617
Iron and steel - 168, 617
Aluwminum

Petroleum refining.___

Automotive products

Chemicals

Pulp and paper

General industrial equipment._
Meat packing and storage___

Bearings, ete.
Tire cord

22,375 5 105, 789 61, 725
22,375 100, 329 57, 404

5,460

Air transport.
Communication equipment .
‘Waterways and harbors___
Railroads and equipment,

Irrigation and reclamation__.
Engineering and technical services

See footnotes at end of table.




TasLe B-11.—Value of Industrial Projects Approved, Estimated Total and ECA-Financed Costs, and ECA Procurement Authorized, by Recipient Country
and Type of Project, as of September 30, 1950 —Continued

[Thousands of dollars)

Recipient country—Continued

Type of project Norway Portugal Turkey United Kingdom

ECA ECA ECA i ECA
Total ECA ¢ s : ECA o Total ECA = Total ECA Fhe
cost cost. authori cost authori- cost, cost authori- cost cost authorls

zations zations zations zations

Total industrial projects approved 29, 000 4,028 201, 545 48, 606 34,213 415,783 50, 435 38, 420

Raw materials extraction 29, 000 4,028 55, 831 13,317 12,199

Potash mining
Coal mining _ _
Iron mining ot

0il drilling 1
Manufacturing 8 7 1,000 | 415,783 50, 435
Primary metals._ . ] 4 < vie s sos o 3034200 29, 730 26, 304
Iron and stecl_ 2 =is 3 £ _| 303,200 29,730

Aluminum 5
Petroleum refining. ___ = s 5 4, 509
Automotive products_ _ 8
Chemicals_______

General industrial equipmen
Meat packing and storage._

Tire cord.__ A : £
Transportation, communications, and utilities 133, 420 33, 204 20, 619
Power facilities 56, 110 15, 020 5, 650

Roads and miscellaneous transportation facil-
ities, 58, 000 11, 860 11, 860
58, 000

Air transport __
Communication equipment
Waterways and harbors____
Railroads and equipment

Irrigation and reclamation
Engineering and technical services. _ .

! Excluding technical assistance projects, strategic materials projects, and counterpart fund projects. Total cost includes EC A dollars, other dollars, and dollar equivalents of 1ocal
currencies. Overseas territories are reported with recipient mother countries.




APPENDIX C

Counterpart Funds

Nore.—Dollar equivalents,” as used in the following tables, represent only
an approximate measure of the magnitude involved in counterpart fund trans-
actions. These transactions occur only within the country making the deposits
and in the local currency of that country—never in dollars.

Counterpart funds are deposited in the special local currency accounts at
agreed rates in effect at the time ECA disbursed dollar aid funds. Because
agreed deposit rates have not remained constant, portions of the counterpart
funds have been withdrawn at times when the conversion rate differed from
the rate in effect at the time of deposit.

Dollar equivalents of withdrawals made prior to the effective dates of devalua-
tion have been computed at the average rates at which deposits were made.
Dollar equivalents of withdrawals made after the application of new conversion
rates stemming from devaluation have been computed at the conversion rates in
effect at the time of withdrawal.

Since withdrawals made after devaluation have been computed at rates which
may be different from those used when the funds were deposited, the dollar
equivalents of deposits are not directly comparable with the dollar equivalents of
withdrawals. Therefore, to provide comparability, an “adjusted dollar equiva-
lents of deposits” has been computed to express the approximate dollar value of
deposits in terms of the rates in effect at the time the funds were withdrawn or
at the current rate for balances remaining in the accounts,







TasLe C-1.—Status of European Local Currency Counterpart Funds Under the Foreign
Assistance Act of 1948 (Public Law 472) as of September 30, 1950

[Dollar equivalents of the local currency, in millions of dollars] !

Country

Total deposits

- Adjusted dollar equiva-
lent of deposits

95

Utilization of

percent

portion

Local currencies

Dollar
equiv-
alents

95 per-
cent
for use
by re-
cipient
coun-
tries

5 per-
cen
for use
by the
United
States

for

Ap-
proved

with-
draw:

al

Austria
Belgium-Luxem-

Denmark _

Prances.. - i 35
Germany (Fed. Rep.)-
Iceland -

Ireland.

Italy

Netherlands_

Portugal .

Trieste-

Turkey

United Kingdom___*_

6.9 billion schillings

132 million francs

974 million kroner

513 billion francs

2.9 billion Deutsche marks._
5,683 billion drachmas
64 million kronur_.__
1.1 million pounds._
360 billion lire:

2.3 billion guilders. -
1.4 billion kroner___
507 million escudos.
13 billion lire

208 million liras____
479 million pounds

6, 593. 2

309.0 | 6,284.2

TS ONCOOEIIOD &

20. 4

.2
.3
.9
76. 6
.4
.9

0O~J ORI B O — =

1 See explanatory note on p. 131.

TasLe C—2.—Status of United States Portion (5 Percent) of European Counterpart Funds
Under the Foreign Assistance Act of 1948 (Public Law 472) as of September 30, 1950

[Dollar equivalents of the local currency, in thousands of dollars]

Country

-8

Expenditures

portion
of de-

posits Total

Admin-
istra-
tion

Strate-
gicma-
terials

to U. S
Treasury
from
ECA

Infor-
mation
projects

Special
pur-
poses

Transfers
3

Out-
standing
commit-

ments for
strategic
materials

308, 961 | 91,190

2,483
265
1,133
19, 265
3,737
2,227
44

81

17, 598
7,769
417
171
238
613
35,149

21, 858

648
258
426
11, 620
1,027

9,078 30, 014

29, 677

1,006
7

145
3,305

15
18, 872

1 Includes expenses of the Office of Special Representative.

924798—51——10




TasLe C-3.—ECA Approvals for Withdrawal of 95 Percent Portion of European Counterpart Funds Under the Foreign Assistance Act of 1948 (Public Law
472) through September 30, 1950

[Dollar equivalents of the local currency, in millions of dollars]

Belgium- Germany| f
Purpose Total | Austria | Luxem- | Den- France | (Fed. Greece Nether-

Norway | Trieste
bourg mark Rep.) lands

118.8 | 1,665.2

88.3 171.4

<)
=
e
[

1,393.3

48.
104.
304.

96.

5.

Land reclamation

Other agricultural programs

Coal mining and other mining and quarrying .
Primary metals

Machinery

Textiles 0
Chemicals, except fertilizer_
Fertilizer

Pulp, paper and paper products._
Petroleum and coal products._
Food products, mfg

Electric, gas, and power facilities._
Railroads

Merchant and fishing fleet
Roads and highway bridges
Waterways and harbors__
Communication facilities_
Strategic materials_ _

Technical assistance._-

Other and undistributed

8O bt
©0 = o 0o

NP, wooHDH

HOBRNWOND~
ROO=HS
OO O W S

Other purposes

Construction of public buildings and housing
facilities 3 5 5 38.5

Special relief projects_________ 3 . 8 e 109. 2

Undistributed other purposes ¥ s 3 151.3 11

Total local currency 48 2,649 3, 266 194 4

illi Million | Million Million | Billion illi Million
schillings Jfrancs kroner francs DeutscII:e drachmas i guilders kroner i pounds
marks




TasLe C—4.—ECA Approvals for Withdrawal of Local Currency Funds under Public Laws
84 and 389 through September 30, 1950 !

[Dollar equivalent of the local currency, in millions of dollars]

Purpose Total Austria France

Total approved by ECA 567.8 108.8

Monetary and financial stabilization—debt retirement_ .. 7255 72.5

Promotion of production 7

Agriculture and forestry.._

Coal mining.

Petroleum and coal products.
Machinery

Primary metals_

Fertilizer

Stone, clay, and glass___
Chemicals, except fertilizer_
Miscellaneous manufactures..____
Electric, gas, and power facilities_
Railroads

Merchant and fishing fleet__
Communication facilities_
Waterways and harbors

Roads and highway bridges__
Water systems

Technical assistance

Loans to industry and commerce___
Undistributed promotion of production

00 B =T = i Ha i O O W 00 =T O W 0 O =T = 1)

million million million
1 schillings francs lire

! Approvals for withdrawal of unencumbered portion of deposits for which ECA is responsible for ap-
proving the utilization.

Tasre C-5.—Status of GARIOA ! Counterpart Funds for Germany (Fed. Rep.) through
September 30, 1950

Local Dollar

eumrencs, | equivalents
Deutsche (millions of
marks) dollars)

Deposits 2 839. 6
Disbursements at the request of the United States 357.0

HICOG expenses (including reorientation program) 160. 0
Unemployment relief in Berlin
Advances for export stimulation 3__
Loan to Berlin Central Bank 2

Balance on hand 4

1 Government and Relief in Occupied Areas. .

2 Includes the equivalent of $83 million deposited against releases from grain and other reserves since
December 1949 and the equivalent of $117 million to match the dollar cost of ECA-GARIOA procurement.

3 To be repaid to GARIOA account.

4 The United States has priority on the use of this balance.







APPENDIX D

Status
of the

United States Foreign Re/z'ef Program
(Public Law 84)

and the

United States Foréz'gﬂ Aid Program

(Public Law 389)







TasLe D-1.—Status of Funds Appropriated Under Public Law 84, September 30, 1950

Agency

Allocations !

Obligations

Expenditures

Department of Agriculture___
General Services Administration -
Department of the Army
Department of State 2

Executive Office of the President

Economic Cooperation Administration 3

$222, 023, 693. 19
6,101, 150. 59
30, 018, 252. 93
76,821, 073. 78
215, 178. 02
3,444, 828. 31

$222, 023, 693. 19
6,101, 150. 59
30, 018, 252. 93
76,821, 073.78
215, 178.02
3,444, 828. 31

$222,023, 693. 19
6,101, 150. 59
30, 018, 252. 93
76,821, 073. 78
215, 178. 02
3,444, 828. 31

338, 624, 176. 82

338, 624, 176. 82

338, 624, 176. 82

1 Appropriation
Reimbursements

Less: Transfers to Department of Agriculture:

Cabinet Food Committee

Transferred to Surplus (General Fund of the Treasury).__

Total amount allocated

$350, 000, 000. 00
19, 757.72

350, 019, 757. 72

1, 000, 000. 00
10, 395, 580. 90

338, 624, 176. 82

2 Including $40,000,000 for Internatlonal
3 Transferred from Department of State.

TaBLe D-2.—Status of Local Currency Funds Under Public Law 84, September 30, 1950 !

Austria Greece Ttaly Trieste
(thousands | (millions of | (millions of | (millions of
of schillings) | drachmas) lire) lire)

Proceeds of sales 472,615 203, 987 40, 529 1,987

Status of accounts:
Deposits
Withdrawals_____

Bank balance 7,388 1,114

Withdrawals:
For country use

472,615
465, 227

203, 987 40, 529 1, 860
203, 987 39,415 1,855

453,100 38, 218

For United States use:
Mission expense
Army costs of handling P.

445
11, 682

465, 227

1 Data for China not available.




TasrLe D-3.—Status of Funds Appropriated Under Public Law 389, September 30, 1950

Agency

Allocations !

Obligations

Expenditures

Department of Agriculture
General Services Administration
Department of the Army
Department of State

Economic Cooperation Administration 2

$238, 932, 151. 65
2,306,013. 16
31,053, 872. 18
270, 394, 777. 50
12,973, 618. 83

$238, 932, 151. 65
2,306, 013. 16
31, 053, 872. 18
270, 394, 777. 50
12,973, 618. 83

$238, 932, 151. 65
2,306, 013. 16
31, 053, 872. 18
270, 394, 777. 50
12,973, 618. 83

555, 660, 433. 32

555, 660, 433. 32

555, 660, 433. 32

1 Appropriation
Reimbursement

$577, 000, (1)00. 00

1159, 23

577,001, 159. 23

Less: Transfer fo ECA under provisions of sec. 114 (b) Public Law 472

Transferred to Surplus (General Fund

Total amount allocated
2 Transferred from Department of State.

of the Treasury)

21, 200, 000. 00

555, 801, 159. 23

140, 725. 91

555, 660, 433. 32

TasrLe D—4.—Status of Local Currency Funds Under Public Law 389, September 30, 1950

Item

Austria
(thousands of
schillings)

France
(thousands of
francs)

Italy
(thousands of
ire,

Withdrawals:
For country use
For United States use:
Mission expenses
Transfers to U. S. accounts under P. L. 472_
Army costs of handling P. L. 389 goods

Total

692,472

68, 549, 027

101, 193, 094

1777,424
658, 431

2 68, 869, 187
3 68, 869, 187

2101, 364, 426
49, 865, 343

118, 993

51, 499, 083

650, 000

68,809, 187

6,019
53, 981

49, 423, 000
442,343

49, 865, 343

34, 876, 787

1 Deposits in excess of counterpart notifications.
and from funds other than proceeds of sales.

without adjustments for previous deposits, thereby creating excess.

2 Deposits temporarily in excess of adjusted counterpart notifications.

3 Includes 68,809,187 thousand francs transferred to

P. L. 472 account.

Original deposits made in form of Treasury Certificates
Subsequently, proceeds from sales were deposited as collected

French counterpart deposited
equivalent to $312,867,801; total of notifications as adjusted $311,413,339. Italian counterpart deposited
equivalent to $176,352,102; total of notifications as adjusted, $176,054,133.
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TasLe E-1.—Balance Sheet as of September 30, 1950
ASSETS

Available cash:
Treasury checking accounts $1, 651, 210, 226
Transferable from appropriated and other available funds 400, 340, 133

$2, 051, 550, 359
Advances to other Federal agencies. . .____.____._ 180, 701, 065
Accounts receivable__. _ 2, 037 773
Deposits, Export-Impo ank, under guaranty program A 1,834
Foreign currencies, at official rabes of exchﬂmgﬂ arising out of guaranty contracts..______ 9’37 189
Loans to partlcxpatmg countries, due in installments over 35 years, with interest at A%

percent beginning in 1052 2aavanoes £0,0atorA Aty S S X Lo 00 e T 1,028. 108, 748

Total assets. 3, 263, 336, 968

Current liabilities:
Administration $1, 007, 265
Korean evacuation claims for personal property (advances) . 187, 000
Voluntary-aid freight_____ 3 3,400
9,040
1, 206, 705
Notes payable to U. S. Treasury:
Due on or before June 30, 1984, on which interest of 17§ .
percent on amounts advanced is to be paid out of in- (7088 amount Available
terest received on loans to participating countries.____ $1, 122, 300, 000 $94,191,252 1,028,108, 748
Due on or before April 2, 1964, with interest rate yet to
be determined, covering guaranmes under sec. (111) (b)
3) of P. L. 472 as amended:
Total notes issued $200, 000, 000
Less: Foreign currency sales proceeds.. 258, 213
R e 199, 741, 787 199, 046, 337 695, 450

1,322,041, 787 293, 237, 589
12,233, 326, 065

Total liabilities 3, 263, 336, 968

1t The unexpended amount of $2,233,326,065 is available for future expenditures, including the following
outstanding commitments of $1,773,996,100:
Program procurement authonzed
Country procurement programs $1, 717, 687, 300
Technical assistance % 12, 721, 100
Guaranties under see. (111) (b) (3), P. L. 472, as amended. 28, 441, 700
Strategic materials development program o 14, 761, 100
Voluntary-aid freight 138, 900
Administration 241,000
Joint Commission on Rural Reconstruction of China... 5,000




TasLe E-2.—Summary of Available Funds and Expenditures, 30 Months Ended September 30, 1950

Activities relating to—

: s Relief in eecH Mutual
Europe China Korea occupied areas rkey defense Guaranties
in Germany assistance

Appropriation or other source

Direct appropriation:
TForeign Aid Appropriation Act, 1949, as amended $4, 264, 643, 735 | $3, 999, 640,000 | $265, 003, 735
Foreign Aid Act of 1947 (balance) 21, 200, 000 21, 200, 000
Amounts available under Public Laws 327, 343, 430, 535,

583, and 627 5,051, 505, 000 | 1 4, 931, 505, 000 $120, 000, 000

Allocations from other agencies:
Foreign Aid Appropriation Acts, 1949-50 (Army) 30, 016, 562 30, 016, 562
Greece-Turkey Assistance Acts, 1947-50 (State)___ 2 9, 880, 000
Mutual Defense Assistance Act, 1949 (State)____ 34, 337, 000
Foreign Aid Appropriation Act, 1950 (Army) 182, 667, 328

Borrowing authority from U. S. Treasury under sec. 111

(e) (2) of the Economic Cooperation Act of 1948, P. L.
472, as amended by P. L.’s 47 and 535 and the Foreign Aid
Appropriation Act, 1950, P. L. 327, plus fees collected.._. | 1,322, 543, 574 1, 122, 300, 000 $200, 243, 574

Total available funds 10, 916, 793,199 | 10,074, 645,000 | 265,003,735 | 150,016, 562 | 182, 667, 328 9, 880, 000 34, 337, 000 200, 243, 574

Expenditures

Program identified with:
CA financed transactions included on 15-day notifica-
tion reports 8, 609, 919, 212 8, 235, 836, 798 167, 505, 523 64, 339, 879 142, 189, 037 47,975
Other program items 36, 515, 352 25,117, 355 525, 952 2,025, 949 1, 644, 754

Total program 8,646, 434, 564 | 8,260, 954,153 | 168, 031, 475 66, 365, 828 i 1, 692, 729
Guaranty contracts 1, 239, 938

Administration:
27 months ended June 30, 1950 31, 358, 584 27, 395, 123 1, 492, 375 2,471, 086
3 months ended September 30, 1950 4,434, 048 3, 920, 946 173, 265 339, 847

Total administration 35, 792, 632 2 31, 316, 069 31, 665, 630 2, 810, 933

Total expenditures 8,683,467, 134 | 8,292, 270,222 | 169, 697, 105 69, 176, 761 142, 189, 037 7,201, 342 1,692, 729 1,239, 938

Unexpended balance 2,233,326,065 | 1,782,374, 778 95, 306, 630 80, 839, 801 40,478, 291 2, 678, 658 32, 644, 271 199, 003, 636

! Includes $4, 500, 000 transferred from GARIOA per section 105 (a) P. L. 535. # Excludes expenditures of $12, 444 charged to the European appropriation,
2 Includes expenditures of $12, 444 for the China area.




TasLe E-3.—Program Costs through September 30, 1950
[Millions of dollars]

Procurement expenditures

Procure- By United States
ment agencies By type
author-
ized Total

Condi-
ECA Other | Grants | tional
aid

10,295.3 | 8,609.9 | 7,165.7 | 1,444.2 | 6,284.0 |1,297.8
Birect Drogramycostscoive Sus s i = 10,295.3 | 8,605.2 | 7,161.

1,443.8 | 6,279.4 |1,297.7

Total, Europe 9,796.8 | 8,231.

—

6, 983.

153.
429,
176.
1, 573.
441

5,905.3 |1,297.7

Austria
Belgium _ _
Denmark._ _

4.7

O T D O

Iceland _ _
Indonesia.

Ttalyes et
Netherlands.
Norway__.
Portugal -
Sweden _
Trieste.-

3 ©
O = CTN R DO DT | N || B

1,678.

167. 5
64.

i )
R OO | Cri CN00 i i i O R O O T O N D

142.

Indirect program costs

~

Technical assistance, requiring de-
posit of counterpart:

All other countries &

1 Exclusive of $36,314,690, net drawing rights extended in excess of dollars disbursed for conditional aid.

2 Exclusive of $21,476,478, net drawing rights extended in excess of dollars disbursed for conditional aid.

3 Totals $899,163 as follows: Austria $14,177; Denmark $48,418; France $402,148; Germany $10,868; Iceland
$6,149; Ireland $2,240; Italy $32,337; Netherlands $37,514; Norway $38,544; Turkey $86,139; United Kingdom
$198,237; Korea $22,392. b




TasLe E-4.—Direct Administration and Other Nonprogram Costs, through September 30, 1950

[Thousands of dollars]

All programs European Recovery Program China aid program Korea program

Wash- Over- Total Wash- Over- Total Wash- Over- ‘Wash- Over-

Total ington seas ington seas ington seas Total ington seas

TPotal nonprogram:costary . Lol LIl i 72, 308. 53,222.0 | 19,086.1 | 65,257.2 | 51, 140. 14,116.6 | 2,214.1 823.2 | 1,390.9 | 4,836.8 | 1,258.2 3,575.6

Direct administration-costsc o o2 o LE e 35,792.7 | 18,016.8 | 17,775.9 | 31,303.7 | 17,197. 14,106.2 | 1,678.1 464.6 | 1,213.5 | 2,810.9

Personal serpleagss s s et 3 11,604.6 | 12,727.0 | 21,810.2 g 10,730.7 74. 5 : 1,346.6
Attendance at meetings_ . 19.9 oA 19.9 19.9

Automobile S t 17.6 R Wl
Entertainment._ 5 11.0 .0

Other 2 1| 6,363.7 | 5,026.4 i ,069.5 | 3,353.0 3. 9| 1,464.3

36, 515. 35,205.2 | 1,310.2 3. 5 36. 8. 6 3 2,025.9

20, 309. 20, 309. 0
8, 836. 8, 836. 1

339. 162.1
German industrial survey 169. 169. 8
Technical assistance requiring no local currency

deposits. 3, 514. 2,386.3
Confidential expenses_. 10. 6.1
Strategic materials. 3, 156. 3,156.9
Cotton sampling.__ 2—8. —8.1
Korean evacuation claims for personal property . 187.0 187.0

! Preliminary. :
2 Adjustment in expenses incurred and transferred to program costs.




TasrLe E-5.—ECA Expenditures for Freight Subsidies on Voluntary Relief Supplies and
Parcel Post Packages, July 1, 1948-September 30, 1950

[Thousands of dollars]

Supplies sent

through com-

mercial chan-
nels

; Supplies sent
Country of destination Total P‘;Ei,e; %(;slt by voluntary
p g agencies

Grand total 219,773.0 | 215,582.2 4,004.6

European countries 19, 449. 6 15, 529. 2 3, 734.

Austria 800.0 447.1 352.
Belgium-Luxembourg. 38.5
916. 1
10, 159. 4
699. 0
4,040.8
229.6
3.7

27.5
2,535.0
186. 5
105. 5

Note.—Totals shown are sums of unrounded figures, hence may vary slightly from totals of unrounded
amounts.

1 Parcel post figures reflect final expenditure data received from the Post Office Department.
2 Including $31.4 thousand for Post Office Administrative expenses reimbursed by ECA.
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